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DEPARTMENT  OF  HEALTH,  EDUCATION,  AND  WELFARE 
office  of  the  secretary 
washington,  d.c.  20201 

Task  Force  on  Medicaid  and  Belated  Programs 

June  29,  1970 

Secretary  of  Health,  Education,  and  Welf  are 
Washington,  D.C. 

Dear  Mr.  Secretary : 

Here  is  the  final  report  of  the  Task  Force  on  Medicaid  and  Kelated 
Programs. 

The  country  today  is  well  into  a  transition  from  considering  that 
health  is  largely  an  individual  affair  to  understanding  that  health 
is  a  community  affair  as  well.  Personal  transactions,  no  matter  how 
well  intentioned  and  effectively  carried  out,  can  no  longer  provide 
the  answers  to  what  have  become  essentially  public  policy  and  man- 
agement problems.  For  too  long,  yesterday's  solutions  have  been 
imposed  on  today's  problems.  The  time  is  right  for  action,  and  we 
think  the  Department  of  Health,  Education,  and  Welfare  is  in  a  key 
position  to  shape  the  health  system  for  the  future ;  at  no  other  point 
do  so  many  critical  forces  converge  and  seek  resolution. 

This  report  includes  the  recommendations  made  to  Secretary  Finch 
in  our  initial  report  of  November  12,  1969,  and  in  subsequent  com- 
munications, as  well  as  others  arrived  at  more  recently.  As  we  had 
agreed  to  do,  we  have  sought  to  recognize  immediate  operational  and 
legislative  needs  by  interim  reporting  and  consultation,  and  not  by 
resting  entirely  on  the  written  word  or  on  one  final  report.  Thus,  we 
were  pleased  to  see  several  of  our  earlier  recommendations  taken  into 
account  in  the  formulation  of  legislative  proposals  such  as  the  Health 
Maintenance  Organizations,  the  Health  Cost  Effectiveness  Amend- 
ments to  the  Social  Security  Act,  and  the  proposal  for  Family  Health 
Insurance  associated  with  the  Family  Assistance  Plan. 

In  developing  our  recommendations,  we  reviewed  previous  Depart- 
ment of  Health,  Education,  and  Welfare  (HEW)  studies  and  reports, 
interdepartmental  Government  reports,  State  program  audits,  recom- 
mendations of  State  program  directors,  and  transcripts  of  public 
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hearings.  Field  visits  to  institutional  and  program  sites  were  under- 
taken, and  an  open  meeting  was  held  to  hear  the  views  of  some  30 
professional  organizations,  many  of  which  also  submitted  written 
statements. 

Furthermore,  we  maintained  close  contact  with  the  HEW  staff  and 
benefited  from  interlocking  membership  with  the  Health  Insurance 
Benefits  Advisory  Council,  the  Social  Security  Advisory  Council, 
and  the  Medical  Assistance  Advisory  Council. 

The  recommendations  were  prepared  initially  by  four  panels  with 
intermittent  evaluations  by  the  Task  Force.  Finally,  they  were 
debated  and  approved  by  the  Task  Force  as  a  whole.  Not  all  recom- 
mendations reflect  full  agreement  of  all  members. 

The  Task  Force  was  an  exceptionally  well-balanced,  hard-working 
group,  highly  knowledgeable  about  health  matters  and  dedicated  to 
the  improvement  of  health  services  and  health  financing.  In  par- 
ticular, I  should  like  to  acknowledge  the  contributions  of  the  four 
panel  chairmen:  Dr.  James  G.  Haughton,  First  Deputy  Administra- 
tor, Health  Services  Administration,  New  York  City;  Mr.  Lawrence 
Lewin,  President,  Lewin  and  Associates,  Washington,  D.C. ;  Dr. 
Harold  Richman,  Dean,  School  of  Social  Service  Administration, 
University  of  Chicago ;  and  Dr.  Herman  Somers,  Professor  of  Politics 
and  Public  Affairs,  Princeton  University. 

The  HEW  high-level  staff  assigned  to  the  Task  Force,  ably  directed 
by  Mr.  Arthur  E.  Hess,  Deputy  Commissioner,  Social  Security 
Administration,  provided  invaluable  assistance  based  on  relevant 
experience  and  a  common  concern  with  the  challenges  facing  the 
health  system. 

Our  comments  are  not  confined  to  Medicaid  or  even  to  related  pro- 
grams of  HEW,  such  as  Medicare.  These  programs  are  so  inextricably 
related  to  programs  and  strategies  of  State  government  and  the 
private  sector  that  they,  too,  were  examined  and  evaluated.  Thus,  our 
Report  provides  a  perspective  and  guidelines  for  existing  programs, 
but  also  is  broad  enough  to  provide  a  beginning  rationale  for  the 
entire  health  system. 

We  hope  that  you  may  find  our  recommendations  useful.  But  we 
have  no  illusions  about  their  impact  short  of  a  firm  commitment  to 
health  goals  and  the  will  to  act  boldly  on  the  part  of  HEW  and  its 
associates  in  government  and  the  private  sector. 


Sincerely  yours, 
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INTRODUCTION 


The  Task  Force  was  requested  by  the  Secretary  of  Health,  Edu- 
cation, and  Welfare,  in  July  1969,  to  examine  the  deficiencies  of 
Medicaid  1  and  related  programs  and  to  make  recommendations,  first, 
for  improvement  within  the  context  of  existing  legislation ;  and  second, 
with  regard  to  the  need  for  new  legislation.  In  September  1969,  the 
charge  was  broadened  to  include  considerations  involved  in  long-term 
methods  of  financing  the  Nation's  medical  care. 

During  its  deliberations,  the  Task  Force  was  aware  of  the  rising  public 
concern  with  the  cost  and  availability  of  health  services,  a  concern  that 
has  emerged  on  occasion  in  the  language  used  to  describe  the  health 
system  as  "in  a  crisis,"  "badly  fragmented,"  and  "in  serious  trouble." 
Members  of  the  Task  Force  are  also  aware  that  the  problems — whether 
of  policy  or  system,  managerial  or  professional,  racial  or  social — are 
deep-seated,  and  that  their  successful  resolution  will  tax  the  ingenuity 
and  resources  of  the  public  and  private  sectors. 

The  system  is  large :  Currently  more  than  $60  billion  a  year  is  being 
spent  on  health.  In  terms  of  ownership  and  programs,  the  health  sys- 
tem is  also  complex  and  variegated.  The  spate  of  legislative  and  scien- 
tific changes  introduced  in  the  last  decade,  with  the  best  of  intentions, 
has  not  been  easily  or  consistently  incorporated.  One  regrettable  re- 
sult is  that  there  is  fairly  widespread  cynicism  about  oversold  promises 
that  must  be  taken  into  account.  The  road  ahead  will  not  be  easy; 
effective  intervention  will  require  heroic  and  sophisticated  measures  to 
match  the  size  and  complexity  of  the  problems. 

As  the  Task  Force  grappled  with  its  charges,  several  themes  emerged 
that  merit  recognition  in  setting  the  stage  for  recommendations.  One 
that  was  expressed  repeatedly  during  the  discussions  was  the  convic- 
tion that  health  must  remain  high  on  the  scale  of  social,  economic  and 
political  priorities — not  only  because  the  health  of  the  Nation  is  basic 

1  Enacted  in  1965,  title  XIX  of  the  Social  Security  Act  established  Medicaid, 
a  Federal-State  medical  public  assistance  program  which,  at  the  option  of  the 
States,  makes  vendor  payments  to  providers  of  medical  services  on  behalf  of 
recipients  of  cash  maintenance  payments  and  on  behalf  of  other  categories  of 
people  (the  "medically  indigent")  who  need  help  in  meeting  medical  expenses. 
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to  the  growth  and  productivity  of  the  economy,  but  also  because  human 
compassion  insists  that  essential  individual  health  needs  shall  be  met. 

With  rapidly  rising  costs,  many  misgivings  were  expressed  about 
the  growing  tendency  to  become  excessively  preoccupied  with  cost  at 
the  expense  of  community  goals.  The  Task  Force,  along  with  what  is 
possibly  a  majority  in  the  health  professions  and  certainly  a  majority 
of  the  population,  interprets  the  recent  Federal  enactments  as  intend- 
ing that  access  to  basic  medical  care  shall  be  a  right  or  entitlement  of 
all  citizens.  It  is  the  position  of  the  Task  Force  that  the  right  or 
entitlement  is  not  fulfilled  when  millions  in  the  population  do  not 
know  about  or  cannot  get  to  the  places  where  care  is  available,  or  when 
the  millions  who  do  get  to  such  places  are  given  a  kind  of  service  that 
is  woefully  inferior  by  every  standard  known  to  man  and  doctor. 
Nor  is  right  and  entitlement  honored  just  because  physicians  and  hos- 
pital administrators  can  say,  "We  never  turn  away  a  patient."  How- 
ever virtuous  the  declaration  may  make  the  doctors  and  hospital  people 
feel,  it  does  nothing  to  make  good  the  right  or  entitlement  for  those 
who  never  get  within  sight  of  a  doctor's  office  or  hospital. 

The  promise  of  Medicaid  that  some  care,  at  least,  would  be  available 
to  all  who  needed  it  has  vanished  into  the  obscurity  of  State  deter- 
minations of  eligibility  and  the  limitations  of  State  resources  and 
priorities.  How  completely  the  promise  vanished  is  suggested  by  the 
Task  Force  estimate  that  only  about  one-third  of  the  30  to  40  million 
indigent  and  medically  indigent  who  could  potentially  be  covered  by 
title  XIX  of  the  Social  Security  Act  will,  in  fact,  receive  services. 
That  the  cost  of  covering  less  than  one-third  has  exceeded  earlier 
estimates  of  the  cost  of  covering  the  whole  medically-deprived  popula- 
tion is  due  to  a  combination  of  factors,  including  inflation.  It  also 
suggests  how  badly  the  expenditures  have  been  controlled  or  how  badly 
the  program  costs  were  estimated,  or  both. 

The  Medicaid  recommendations  presented  here  are  directed  not  only 
toward  correcting  the  most  obvious  inequities  of  Medicaid  coverage  by 
establishing  a  "Federal  floor"  of  benefits,  but  also  toward  containing 
costs  by  establishing  new  controls  and  promoting  economy  by  en- 
couraging new  programs  and  incentives. 

Fundamentally,  however,  the  problems  of  Medicaid  lie  beyond  the 
walls  of  Medicaid.  The  Task  Force  is  strongly  convinced  that  the  cur- 
rent health  system  has  serious  organizational,  financing,  productivity, 
and  access  problems  and  that  bolder  moves  than  have  characterized 
the  last  few  years  are  needed  to  achieve  measurable  improvement.  Ap- 
preciable investment  of  f  unds  will  be  needed ;  but,  importantly,  signif- 
icant changes  m  our  delivery  system  are  required.  There  are  no  easy 
solutions.  The  strategy  of  leadership  and  implementation  will  be  com- 
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plex  inevitably,  not  only  because  the  country  is  vast  and  diverse,  but, 
also,  because  the  health  field,  like  most  human-service  fields,  lacks  self- 
regulation  and  its  traditions  run  deep.  This  suggests  the  desirability  of 
building  on  the  good  that  exists  while  seeking,  selectively,  levers  for 
effecting  change  utilizing  the  assets  of  the  public  and  private  sectors, 
neither  of  which,  alone,  can  accomplish  the  job  to  be  done. 

The  Task  Force  has  no  prescription  for  a  new  health-care-delivery 
system.  The  concept  that  any  single  formulation  of  resources  could 
solve  all  the  Nation's  health-care  problems  is  as  witless  as  the  notion 
that  a  single  remedy  could  cure  all  kinds  of  ailments.  Thus,  the  Task 
Force  has  endorsed  the  Health  Maintenance  Organization  (HMO) 
concept 2  as  an  important  step  toward  improvement  in  the  organization 
and  delivery  of  health  services.  It  offers  a  promising  option  or  alterna- 
tive that  may  take  its  place  in  the  system  and  vie  with  other  methods 
on  the  basis  of  appropriateness  of  service  and  economy  of  performance. 

This  kind  of  competition  among  organizational  modes  within  the  sys- 
tem is  regarded  by  the  Task  Force  as  desirable  because  it  may  stimulate 
performance  by  offering  choices  to  both  consumers  and  providers  of 
care.  But  competition  within  the  health-care  system  also  has  obvious 
risks.  The  first  risk  is  that  choices  made  by  providers  may  be  guided 
by  self-interest,  and  choices  made  by  consumers  may  be  misguided  by 
ignorance.  The  second  risk  is  that  competition  among  organizational 
modes  may  of  itself  tend  to  separate  the  parts  and  obscure  the  view  of 
the  system  as  a  whole ;  one  man's  pluralism  is  another  man's  incoher- 
ence. 

To  safeguard  the  system  against  the  hazards  of  provider  self-interest, 
consumer  ignorance  and  fragmentation,  it  must  be  managed.  And  the 
Task  Force  sees  management  of  the  system  as  given  direction  by  Fed- 
eral leadership — specifically  in  the  Department  of  Health,  Education, 
and  Welfare.  As  it  is  envisoned  and  recommended  here,  the  manage- 
ment function  for  the  health-care  system  is  to  be  innovative,  but  not 
prescriptive;  bold,  but  not  authoritarian.  It  is  the  intention  that  the 
Federal  leadership  as  far  as  possible  shall  guide,  not  direct ;  motivate, 
not  demand ;  assist,  not  provide ;  and  evaluate,  not  ordain. 

With  the  necessary  minimum  of  regulation,  the  management  function 
is  seen  as  formulating  policy,  establishing  objectives,  fashioning  in- 
centives, evaluating  results,  and,  always,  protecting  and  promoting  the 
public  interest — with  the  policies,  goals,  incentives,  results,  and  public 
interest  comprehending  not  just  the  Federal  health  programs  and 
their  beneficiaries,  but  the  health-care  system  as  a  whole  and  the  whole 
population. 

2  H.R.  17550  passed  by  the  House  of  Representatives  on  May  21.  1970,  and  now 
pending  in  the  Senate. 
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Importantly,  the  Task  Force  believed  that  money  spent  for  service 
must  not  accept  uncritically  the  present  mode  of  service  nor  by  the 
pattern  of  spending  sanctify  it.  Whether  the  source  of  funds  is  an  in- 
dividual, an  insurance  agency,  or  the  Government,  continual  attempts 
must  be  made  to  reward  effective  service  and  penalize  poor  service 
through  the  design  of  payment,  by  incentives  or  by  reference  to  such 
benchmarks  as  areawide  planning  and  accreditation. 

Repeatedly  it  has  been  declared  that  the  health  system  is  in  a  crisis. 
More  accurately,  it  could  be  said  instead  that  we  have  a  system  of 
crisis  medicine,  created  out  of  our  failure  to  view  health  in  broad  social 
perspective.  Health  goals  and  services  are  keyed  too  often  to  institu- 
tional needs,  not  judged  in  terms  of  their  impact  on  morbidity  or  mor- 
tality. If  poor  diet,  inactivity,  smoking,  accidents,  and  pollution  are 
significant  causes  of  ill  health,  they  must  be  brought  within  the  sights 
of  health  agencies.  Otherwise,  the  tradeoffs  required  in  the  judicious 
use  of  scarce  resources  cannot  be  made  rationally. 

Hard  as  the  task  may  be,  the  system  must  be  oriented  toward  encourag- 
ing people  to  stay  well,  toward  health  maintenance,  instead  of  only 
toward  getting  well.  If  the  perspective  of  the  health  field  is  not 
broadened  and  if  the  orientation  is  not  changed,  we  must  be  prepared 
to  pay  a  larger  price  with  a  proportionately  diminishing  yield.  The 
health  field  not  only  needs  a  strong  infusion  of  money  and  effective- 
ness, it  also  needs  a  sounder  philosophic  framework  and  reevaluation 
of  goals.  The  need  for  goals  and  programs  to  be  formulated  in  a  con- 
text broader  than  the  dimensions  of  the  health  system  itself  was  one 
of  the  major  factors  that  convinced  the  Task  Force  that  a  separate 
Department  of  Health  would  not  be  wise  at  this  time. 

Other  themes  are  identified  in  the  body  of  the  Eeport,  but  one  of  these 
should  be  mentioned  here.  When  one  talks  of  the  need  for  policy,  goals, 
boundaries,  tradeoffs  and  controls,  the  question  arises  as  to  who  makes 
the  ultimate  decisions.  The  answer  varies  with  the  problem,  and 
obviously  with  the  distinction  between  clinical  and  public-policy  situa- 
t ions.  However,  with  more  sophistication,  greater  access  to  the  facts 
and  more  experience,  the  consumer  in  health,  as  in  education,  wants  a 
greater  voice  in  matters  affecting  his  well-being  and  his  pocketbook. 
With  the  advent  of  massive  public  financing  of  health  services  through 
( longressional  enactments  in  recent  years,  public  decisionmaking  in  the 
health  services  became  inevitable,  and  public  decisionmaking  without 
consumer  part  icipation  is  like  an  election  without  votes. 

The  Task  Force  believes  that  the  day  is  past  when  doctors  and  hos- 
pital administrators  and  trustees  and  their  associates  may  rely  only 
on  their  own  judgments  of  how  they  can  best  distribute  all  the  skills 
and  resources  at  their  disposal  to  what  they  see  as  the  greatest  ad- 
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vantage  for  the  people  they  think  they  should  be  serving.  The  re- 
sources today  in  substantial  part  are  public  or  community  resources, 
not  excluding  physicians  trained  largely  at  public  expense ;  and  their 
allocation  and  conditions  of  use  are  thus  a  public  concern.  The  escala- 
tion from  individual  need  to  community  crisis  to  public  funding  to 
public  decisionmaking  is  the  choreography  of  social  action  in  a  dem- 
ocratic society.  The  Task  Force  is  aware  that  some  of  the  positions 
and  maneuvers  impinge  now  on  the  traditions  of  a  profession  that 
prides  itself  on  selectivity,  rigorous  training  and  independent  will; 
and  the  Task  Force  is  concerned  that  leadership  of  the  health  services, 
Federal,  State  and  local,  shall  be  prepared  to  accommodate  the  con- 
sumer interest  with  minimum  abrasion. 

An  additional  dimension  of  the  consumer's  role  is  to  provide  all  con- 
sumers with  a  greater  range  of  choices  among  alternative  forms  of 
delivery  and  with  the  information  to  make  the  purchase  decision  a 
meaningful  one.  By  thus  subjecting  the  system  to  increased  consumer- 
purchasing  power,  responsiveness  can  be  increased  without  relying 
solely  on  centralized  planning  and  direction. 

Whether  the  result  of  consumer  participation  is  a  more  relevant  and 
responsive  service,  as  the  Task  Force  believes  it  can  be,  or  unmiti- 
gated disaster,  as  many  in  the  health  professions  believe  will  be  the 
case,  depends  largely  on  leadership — the  leadership  of  the  individual 
institutions  and  programs  and  ultimately  State  and  Federal  programs, 
which  must  provide  guidance  and  initiatives  aimed  at  making  con- 
sumer participation  informed  and  responsible.  It  will  not  be  easy. 
Many  consumers  are  unaccustomed  to  working  in  an  institutional 
framework.  Progress  can  be  slowed  by  conflicts  within  consumer  ranks. 
Given  reasonable  and  sympathetic  support  and  direction,  however, 
potentially  more  progress  can  be  achieved  with  consumers  expressing 
preference  and  need,  and  at  times  resisting  the  eroding  process  of 
institutionalization. 

These  observations  are  intended  to  provide  a  background  against 
which  the  recommendations  can  be  seen  more  clearly.  Because  the 
Task  Force  represented  a  cross  section  of  society  in  geography,  age, 
profession,  and  consumer  interest,  the  recommendations  can  be  viewed 
as  reflecting,  albeit  imperfectly,  the  mood  of  the  country  as  a  whole. 
Like  the  calls  of  crisis,  they  indicate  clearly  the  need  for  affirmative 
and  accountable  public  and  managerial  action  ushering  in  a  new  era 
in  the  financing  and  delivery  of  health  services — nothing  less. 
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ISSUES  AND  RECOMMENDATIONS 


Eligibility  and  Protection  Under  Existing  Financing  Programs 

In  evaluating  titles  XVIII  (Medicare1)  and  XIX  (Medicaid)  of 
the  Social  Security  Act,  the  Task  Force  concluded  quickly  that 
much  more  than  the  exchange  of  money  was  at  stake.  If  either 
program  was  to  realize  its  goals  and  objectives,  it  had  to  become  in- 
volved in  the  effective  delivery  of  health  care  and  concerned  about  it. 
The  reciprocal  relations  between  financing  and  delivery  could  not  be 
viewed  intelligently  within  the  context  of  Government  financing  pro- 
grams alone.  A  broader  view  would  have  to  be  adopted  if  national 
goals  were  to  be  reasonably  implemented.  Accordingly,  the  Task  Force 
turned  to  problems  involved  in  the  financing  of  health  care  generally — 
encouraged  by  a  request  from  the  Secretary  on  September  12,  1969. 

As  it  did  in  other  areas,  the  Task  Force  viewed  financing  problems 
for  both  the  short-  and  long-run.  Recommendations  follow  here  that 
are  gauged  to  strengthen  present  methods  of  financing  and  broaden 
eligibility.  Recommendations  in  other  sections  of  this  Report  invite 
a  more  comprehensive  view  of  the  total  system.  As  a  man  who  gets 
relief  from  a  toothache  may  fail  to  go  back  to  the  dentist,  the  Task 
Force  was  concerned  that  "patching"  might  reduce  the  incentive  to 
take  a  broader  view,  but  the  conclusion  was  that  persons  without  ade- 
quate purchasing  power  need  help  now,  not  at  some  indeterminate 
future  date,  and  that  it  should  be  possible  to  fashion  short-run  recom- 
mendations not  incompatible  with  long-term  steps  as  seen  by  the 
Task  Force. 

The  basic  rationale  behind  these  recommendations  is  that  access  to 
health  care  is  a  right  for  all,  and  that  the  process  of  distributing  and 

1  Medicare  is  a  ii-part  program.  The  basic  hospital  insurance  plan  (part  A  of 
title  XVIII  of  the  Social  Security  Act)  is  financed  by  payroll  taxes  and  pays  for 
Inpatient  hospital  and  related  care  for  most  people  age  65  and  over.  A  supple- 
mentary  medical  insurance  plan  (part  B)  is  available  on  a  voluntary  basis,  fi» 
Danced  by  current  premiums  of  enrollees  matched  by  Federal  appropriation;  it 
covers  physicians',  surgeons',  and  other  specified  medical-care  expenses. 
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financing  services  must  be  accompanied  by  a  strategy  of  incentive  and 
control. 

The  growth  of  the  idea  of  access  to  care  as  a  right  for  all  has  been 
gradual,  partial  and  piecemeal — a  not  uncommon  progression  in  the 
history  of  social  developments.  Its  implementation  requires  the  inter- 
action of  private  and  public  institutional  mechanisms,  building  upon 
existing  organization  and  experience,  stretching  and  expanding  the 
capacity  of  the  health  resources.  It  also  requires  conscious  planning  at 
governmental  and  private  levels  to  assure  that  institutional  arrange- 
ments for  quality  service  are  rational  and  that  the  costs  are  bearable 
and  properly  provided  for  in  an  economy  characterized  by  explosive 
demands  for  material  goods  and  services. 

An  Overview  of  Health -Care  Needs 

Great  disparities  existed  and  continue  to  exist  in  access  to  and  utiliza- 
tion of  health  services,  with  related  disparities  in  health  status  among 
different  income,  racial  and  ethnic  groups  and  among  geographic  areas. 

In  recognition  of  the  unmet  needs  and  existing  inequities  and  with  the 
objective  of  extending  services  to  all,  the  Federal  Government  has, 
since  1965,  introduced  major  public  programs  designed  to  finance 
health  services  for  various  groups  in  the  population — the  aged,  the 
economically  disadvantaged,  mothers  and  children.  The  largest  of 
these  public  programs  are  Medicare  and  Medicaid. 

New  programs  have  been  introduced  to  bring  services  and  facilities 
into  ghetto  and  rural  areas,  where  services  were  non-existent  or 
inaccessible,  and  to  experiment  with  different  models  of  delivering 
services.  Although  these  programs  have  succeeded  in  varying  degrees 
in  financing  or  providing  services  for  the  groups  in  need,  serious  gaps 
remain  for  significant  segments  of  the  population. 

Examples  of  population  groups  with  limited  private  and  public  cover- 
age are : 

•  the  male-headed  family  which,  if  the  father  were  not  present,  might 
qualify  for  public  assistance,  and  which  has  either  no  private-insur- 
ance coverage  or  inadequate  coverage ; 

•  employed  and  self-employed  people  with  low  incomes  who  lack 
categorically-related  eligibility  for  Medicaid  and  who  do  not  have 
private  health  insurance ; 

•  families,  particularly  those  with  children,  at  the  lower-middle- 
income  levels  with  inadequate  health-insurance  coverage  who  can 
meet  routine  needs,  but  for  whom  an  acute  health  problem  may 
result  in  the  need  for  a  large  out-of-pocket  expenditure. 
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•  the  temporarily  unemployed,  the  disabled,  the  seasonal  workers  and 
their  dependents  who  lose  insurance  protection  shortly  after  their 
employment  status  changes ; 

•  the  catastrophically  ill  at  almost  any  income  level  where  insurance 
benefits  (including  the  most  liberal  major  medical  coverage)  do 
not  cover  the  cost  of  sustained,  expensive,  long-term  illnesses. 

Maldistribution  of  resources,  shortages  and  inefficiencies  in  the  delivery 
of  services,  combined  with  inflation  and  steadily  increasing  consumer 
demand  have  resulted  in  a  rapid  escalation  of  prices,  threatening  both 
the  public  capacity  to  finance  health  services  to  eligible  groups  and 
the  private  capacity  of  individuals  to  pay  for  care.  The  impact  of  these 
forces  is  apparent  in  the  Medicaid  program.  By  reason  of  the  social 
objective  it  serves,  as  well  as  the  political  and  administrative  context 
in  which  it  operates,  Medicaid  today  shares  fully  all  the  stresses  and 
difficulties  to  which  other  health-care  financing  mechanisms  are 
exposed.  But  it  is  especially  vulnerable  because  it  still  is  widely  viewed, 
in  effect,  as  a  "second-class"  program. 

As  part  of  the  American  welfare  tradition — subject  to  social  stigma, 
general  unpopularity,  grudging  public  support,  and  inadequate  fi- 
nancing among  competing  public  services — Medicaid  has  suffered  the 
worst  of  the  ills  that  befall  our  health-care  system.  In  addition  to  fall- 
ing prey  to  the  same  current  inflationary  forces  that  plague  the  rest 
of  American  health  care,  in  some  instances  Medicaid  has  been  forced 
to  pay  less-than-adequate  prices  for  frequently  less-than- adequate 
services — to  go  hat-in-hand  on  behalf  of  its  beneficiaries. 

The  Task  Force's  Report  will  be  couched  in  many  places  in  terms 
critical  of  the  structure  or  administration  of  Medicaid.2  It  should  be 
borne  in  mind,  however,  that  these  criticisms  are  not  solely  or  some- 
times even  primarily  a  reflection  on  the  program's  management,  but 
that  all  who  are  responsible  for  the  management  and  direction  of 
voluntary  health-care  institutions  as  well  as  public  programs  share 
responsibility  for  the  current  state  of  affairs. 

To  infer  from  our  recommendations  that  steps  need  to  be  taken  only 
with  respect  to  the  provision  of  health-care  services  for  the  poor  and 
the  medically  indigent  would  be  to  lose  completely  the  significance  of 
our  criticism  as  well  as  the  opportunity  for  great  progress.  For 
example,  State  programs  in  their  administration  of  the  Medicaid  pay- 
ment process,  whether  directly  or  through  fiscal  intermediaries,  in  the 
lighl  of  present  developments  of  computer  technology,  can  now  be 

■The  Task  Force  is  pleased  to  report  that  during;  the  course  of  its  study  this 
year  extensive  Improvements  were  made  in  the  organization  and  staffing  of  the 
Medical  Services  Administration  (MSA) ,  the  title  XIX  administering  agency, 
rv  «   developments  are  recorded  in  the  chapter  on  Management  of  Health 
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subject  to  stinging  criticism  for  lack  of  attention  to  utilization  review 
and  for  lack  of  systematic  techniques  for  claims  review.  This,  however, 
is  a  criticism  which  today  can  be  levied  with  greater  or  lesser  validity 
against  almost  every  program  that  pays  for  medical  services  of  one 
kind  or  another.  Private  insurance  and  voluntary  nonprofit  prepay- 
ment are  all  subject  to  the  criticism  that  they  have  been  too  much 
geared  to  the  payment  of  claims  and  insufficiently  conditioned  to  the 
cost  implications  of  the  incurred  utilization. 

But  there  is  a  season  for  change  and  a  proper  time  for  social  action, 
and  today  there  is  a  prevailing  opinion  which  did  not  exist  even  a 
year  ago.  In  the  health-care  climate  in  which  Medicaid  developed — 
the  same  climate  in  which  Medicare  was  enacted  and  private  indemnity 
insurance  and  nonprofit  prepayment  have  nourished — there  was  little 
professional  acceptance  or  public  realization  that  transactions  between 
a  patient  and  his  doctor  had  other  than  personal  consequences.  Only 
as  the  cost  of  these  transactions  becomes  a  noticeable  charge  through 
taxes  or  premiums  on  the  productivity  of  the  economy,  and  only  as  the 
aggregation  of  these  costs  assumes  burdensome  proportions,  have  we 
as  a  Nation  become  aware  of  the  fact  that  health-care  transactions 
have  a  public  as  well  as  a  private  consequence.  Only  as  orderly  financing 
for  the  provision  of  these  expensive  services  to  citizens  throughout  the 
land  becomes  a  matter  of  high  political  priority  do  we  realize  that  the 
delivery  of  care,  its  pricing  and  its  prepayment  must  be  made  more 
orderly,  more  economical  and  more  generally  satisfactory  to  the  public 
at  large. 

A  new  look  at  public  and  private  financing  programs  is  needed.  If 
Medicaid.  Medicare,  and  Maternal  and  Child  Health  Programs  have 
provided  less  coverage  and  benefits  than  desirable,  so  too  have  private 
carriers.  Uncovered  populations  represent  a  failure  of  both  the  public 
and  private  sectors.  Furthermore,  all  financing  programs  must  bear 
directly  on  utilization  and  costs.  The  wide  variations  in  manpower  per 
patient  day  among  comparable  hospitals,  wide  variation  in  numbers 
of  beds  per  1,000  population  across  the  country,  close  relationship 
between  the  incidence  of  surgery  and  the  incidence  of  surgeons,  and 
widely  varying  costs  among  comparable  institutions  and  rapidly  rising 
costs  over  time — all  indicate  a  need  for  greater  use  of  purchasing  power 
as  an  agent  of  change. 

Professional  standards  can  accomplish  only  so  much  in  a  broad 
economic-political  context,  and  resort  to  law  or  regulation,  beyond 
a  certain  point,  is  self-defeating. 

In  terms  of  disposition  of  national  resources,  health  care  accounts  for 
about  7  percent  of  Gross  National  Product  at  this  point.  Total  esti- 
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mated  national  health  expenditures  for  fiscal  year  1970  are  in  the 
neighborhood  of  $64  billion,  and  this  health-care  dollar  divides  ap- 
proximately 38  percent  in  the  public  and  62  percent  in  the  private 
sector.  The  Federal  portion  of  the  health  dollar  is  about  26  percent ; 
State  and  local,  about  12  percent. 

In  considering  the  scope  of  Federal  expenditures  and  the  extent  to 
which  public  and  private  expenditures  meet  estimated  needs,  it  is  clear 
that  even  with  the  major  recent  Federal  efforts  to  extend  health-care 
services  to  disadvantaged  groups,  serious  needs  and  inequities  con- 
tinue to  exist.  The  determination  of  the  magnitude  of  need,  of  course, 
depends  to  a  great  extent  on  definitions  of  indigency  and  medical  in- 
digency and  the  extent  to  which  private  insurance  and  public  pro- 
grams reach  various  groups  in  the  population. 

By  the  poverty  index  used  by  the  Social  Security  Administration  and 
the  Office  of  Economic  Opportunity  to  measure  the  number  of  people 
living  in  poverty  (about  $70  a  week  for  a  family  of  four),  current 
figures  indicate  that  about  26  or  27  million  people  live  in  households 
where  the  income  falls  below  this  level.  That  is,  about  one  in  eight  of 
the  present  population.  While  it  is  difficult  to  determine  where  the  line 
should  be  drawn  to  identify  the  "near-poor,"  if  they  are  considered 
to  be  those  families  that  have  about  $20  a  week  more  (than  the  $70  a 
week) ,  a  figure  that  is  often  used,  then  an  additional  15  million  people 
are  added.  Thus,  the  total  of  the  poor  and  the  near-poor  could  be  about 
40  million,  or  one-fifth  of  the  population. 

The  largest  public  program  specifically  directed  at  providing  services 
to  the  indigent  and  the  medically  indigent,  Medicaid,  is  not  one  pro- 
gram, but  52 3  with  differing  coverage  and  separate  State  administra- 
tions. Medicaid  reached  more  than  one-third  of  the  poor  in  1969.  (In 
fiscal  year  1971,  this  program  is  expected  to  serve  about  13  million  peo- 
ple.) Medicare,  on  the  other  hand,  has  removed  much  of  the  burden  of 
acute  health-care  expenses  for  nearly  all  the  elderly  group.  It  provides 
broad  hospital-insurance  coverage  and  broad  medical-insurance  cover- 
age to  over  95  percent  of  the  aged.  Nonetheless,  Medicare  in  1969 
covered  slightly  less  than  half  of  the  health-care  expenditures  of  the 
aged.  The  uncovered  expenses  are  not  only  the  deductibles  and  coin- 
surance, but  notably  drugs  and  long-term  care,  including  nursing-home 
care. 

Medicaid  provided  supplementary  aid  not  only  to  the  aged  but  also  to 
the  other  "categorical"  groups,  including  children.  It  is  significant  that 
of  the  total  Medicaid  budget,  about  45  percent  goes  to  the  elderly, 
principally  to  cover  the  gaps  that  arise  out  of  the  fact  that  Medicare 


:  FV>rty-eighl  Stnt^s  plus  the  District  of  Columbia,  Guam,  Puerto  Rico,  and  the 
Virgin  Jsbiml^  ;  neither  Arizona  nor  Alaska  has  a  Medicaid  program. 
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covers  only  half  their  health-care  expenditures.  Approximately  47  per- 
cent of  the  aged  avail  themselves  of  supplementary  benefits  from 
private  carriers  that  significantly  extend  the  protection  of  Medicare. 

Other  public  programs  account  for  a  relatively  small  proportion  of 
expenditures  for  the  disadvantaged.  For  example,  while  planning 
estimates  indicate  that  there  are  three-quarters  of  a  million  poor 
women  annually  who  require  maternity  care  and  perhaps  5  million 
poor  women  who  want  and  need  family-planning  services,  and  almost 
20  million  poor  children,  the  current  maternal  and  child  health  pro- 
grams deal  with  these  categories  in  small  fractions.  Perhaps  150,000 
maternity  cases  are  involved  in  the  current  maternal  and  child  health 
programs,  somewhat  over  a  million  women  in  family-planning  serv- 
ices, and  about  400,000  children  in  comprehensive  children's  and  youth 
projects.  If  one  adds  the  children  who  received  services  under  Medic- 
aid, in  a  year  the  total  might  be  over  6  million.  Thus,  about  one  child 
out  of  three  who  is  poor  presumably  has  some  services  either  of  the 
comprehensive  kind  in  the  maternal  and  child  health  programs  or  the 
kind  covered  by  Medicaid. 

Since  these  various  targeted  groups  overlap  considerably  and  multiple 
eligibility  exists,  a  reliable  estimate  of  the  actual  number  of  poor  and 
near-poor  receiving  services  is  difficult  to  make.  It  is  clear,  however, 
that  the  public  programs  reach  a  minority  of  the  poor  and  near-poor 
today,  and  there  is  some  question  of  the  extent  of  the  need  which  is 
met  even  where  they  are  reached. 

Does  private  insurance  pick  up  any  substantial  amount  of  the  defi- 
ciency ?  Private  insurance  covers  80  to  85  percent  of  the  population  for 
some  benefits,  but  the  proportion  of  the  population  covered  varies 
directly  with  income  levels;  the  coverage  itself  varies,  also,  with  the 
types  of  services  that  are  insured. 

Taking  the  income  levels  first,  only  a  little  more  than  a  third  of  those 
below  age  65  with  incomes  of  $3,000  and  under  have  hospital-service 
coverage,  and  coverage  is  even  less  in  the  nonwhite  population.  Just 
as  there  is  a  spectrum  of  effectiveness  of  coverage  by  income  levels, 
there  is  a  spectrum  of  effectiveness  of  coverage  by  types  of  service. 
Coverage  for  all  groups  is  best  for  hospitalization.  It  declines  rapidly 
for  all  groups  as  one  moves  from  inpatient  surgical  and  medical  care 
to  outpatient  services.  There  is  inadequate  coverage  at  nearly  all  in- 
come levels  for  home  and  office  visits,  drugs,  and  long-term  care.  So 
there  are,  depending  on  different  estimates,  between  30  and  45  million 
people  under  age  65  without  any  health-insurance  protection  to  speak 
of. 

As  of  June  1970,  only  28  States  had  extended  Medicaid  coverage  to 
people  who  are  medically  needy  but  who  are  not  in  need  of  cash  as- 


11 


sistance.  Some  State  plans  are  ambitious  in  scope  and  have  far  ex- 
ceeded expected  costs.  Many  States — even  those  with  programs  for  cash 
recipients  only — have  met  increasing  difficulty  in  financing  their  share 
of  the  costs,  and  have  retrenched  by  cutting  services  or  the  eligibility 
of  groups  previously  eligible  for  services.  State-by- State  variations  in 
coverage,  benefits,  and  eligibility  requirements  have  produced  an  in- 
equitable distribution  of  Federal  resources  among  needy  people. 

Efforts  have  been  made  at  the  Federal  level  to  cope  with  some  of  the 
problems  through  a  cutback  in  eligibility  under  the  Social  Security 
Amendments  of  1967  and  in  the  postponement  of  the  target  date  from 
1975  to  1977  for  all  States  to  reach  the  objective  of  the  program.4  The 
House  of  Representatives  recently  passed  legislation  to  eliminate  en- 
tirely the  requirement  that  States  move  toward  comprehensive  Medic- 
aid programs.5  It  is  in  this  context,  then,  that  the  Task  Force  on 
Medicaid  and  Related  Programs  begins  to  address  itself  to  the  Medic- 
aid program  proper.  We  have  looked  at  its  stated  objectives,  at  the  ex- 
tent to  which  these  objectives  are  realistic,  valid,  and  realizable,  at  the 
fiscal  consequences  and  at  the  health-care-supply  implications  of  these 
objectives.  We  have  assessed  the  appropriateness  of  the  mechanism  for 
the  attainment  of  these  stated  objectives. 

If,  indeed,  the  stated  objective  of  the  program — i.e.,  assuring  the 
availability  and  financing  of  comprehensive  health  care  to  all  the 
Nation's  poor  and  near-poor  in  the  reasonable  future — continues  to 
be  a  primary  goal,  this  goal  is  incapable  of  attainment  within  the  pres- 
ent structure  of  the  Medicaid  program. 

Even  without  urgently  needed  further  extensions  of  eligibility  and 
coverage  improvements  in  the  Medicaid  program,  the  program  as  we 
know  it  today  could,  through  normal  growth,  outstrip  existing  Fed- 
eral-State tax  resources  at  present  tax  levels  and  resources  within 
the  next  5  to  10  years.  Its  present  basis  of  financing  not  only  makes 
the  attainment  of  the  objective  unlikely  but  may  jeopardize  the  opera- 
tion of  the  entire  health-care  system  for  the  entire  American  popula- 
tion. Also,  to  an  increasing  extent,  the  funds  for  financing  Medicaid 


'Section  1003(e)  of  the  Medicaid  statute  requires  that  each  State  make  "a 
satisfactory  showing  that  it  is  making  efforts  in  the  direction  of  broadening  the 
scope  of  the  care  and  services  made  available  under  the  plan  and  in  the  direction 
of  Liberalizing  the  eligibility  requirements  for  medical  assistance."  Under  an 
amendment  adopted  by  the  Congress  in  1060  (Public  Law  01-36,  enacted  August  0, 
i960),  the  operation  of  this  provision  was  suspended  for  two  years,  until  July  1, 
1!>71  and  the  date  by  which  the  States  were  to  have  comprehensive  Medicaid 
programs  I  applying  to  everyone  who  meets  their  eligibility  standards  with  respect 
to  ineome  and  resources)  was  changed  from  1075  to  1977. 

BLR.  17560  passed  by  the  House  of  Representatives  on  May  21.  1070,  and  now 
pending  in  the  Senate. 
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are  subject  to  competing  demands  by  other  programs  and  to  meeting 
other  fiscal  crises. 

If  the  Nation  is  serious  about  a  commitment  to  a  basic  floor  of  health 
care  for  all  citizens,  a  considerable  expansion  of  financing  and  a  larger 
investment  of  manpower  and  facilities  resources  are  required.  By  a 
simple  extension  of  the  $5  billion  cost  of  providing  service  for  10  mil- 
lion people,  for  example,  one  can  approximate  the  cost  of  providing  the 
same  service  for  25  million.  While  this  would  not  be  all  "new  money" 
and  while  some  economies  may  certainly  be  anticipated  from  the 
more  effective  methods  of  organizing  and  providing  service  than  have 
been  recommended  here,  the  recommendations  for  better  and  more 
comprehensive  service  for  all  who  are  covered  would  have  a  counter- 
vailing effect. 

Good  health  care  is  costly.  Assuring  access  to  such  care  for  all  who 
need  it  will  call  for  fiscal  commitments  far  beyond  any  that  have  as 
yet  been  made  by  State  and  Federal  Governments.6 

Next  Steps  in  Medicaid — A  Basic  Federal  Floor 

The  Medicaid  program  by  structure  and  financing  is  deficient,  and 
in  its  present  form,  it  is  unlikely  that  the  goals  of  reasonably  adequate 
and  uniform  coverage  and  effective  controls  on  costs  and  quality  can 
be  achieved.  It  should  not,  therefore,  be  relied  upon  indefinitely  as  the 
Nation's  primary  approach  to  such  an  objective.  Nonetheless,  we  rec- 
ognize a  possible  continuing  need  for  a  program  similar  to  Medicaid 
to  finance  health  services  either  for  residual  population  groups  or  to 
fill  gaps  in  individual  protection. 


6  Taking  note  of  the  prospect  of  a  reduction  in  the  title  XIX  budget  for  fiscal 
year  1971,  the  Task  Force  addressed  itself  to  the  problem  of  how  to  accommodate 
the  reduction  with  minimum  jeopardy  to  the  program's  objectives.  When  no 
choice  emerged  that  was  attractive  to  a  reasonable  majority,  the  Task  Force 
Chairman  addressed  the  following  letter  to  the  Secretary  on  February  1,  1970: 

"We  are  deeply  aware  of  your  concern  for  the  cut  in  the  first  instance.  Also, 
we  are  not  unmindful  of  the  overall  problem  of  inflation  and  the  corresponding 
need  for  judicious  expenditures.  However,  almost  without  exception,  the  Task 
Force  members  felt  that  the  States  could  not  be  counted  on  to  make  up  the  dif- 
ference in  Federal  matching  funds,  either  because  of  their  1970-71  budget  com- 
mitments or  lack  of  funds,  and  they  further  believe  that  however  ingeniously 
the  money  is  spent,  an  equivalent  saving  could  not  be  effected  in  the  short-run. 
As  a  result,  the  burden  will  fall  upon  the  poor,  who  even  now  lack  sufficient  health 
care  in  many  sections  of  the  country. 

"On  behalf  of  the  Task  Force,  I  should  like  to  convey  our  concern  to  you  and 
to  express  the  hope  that  savings  could  be  effected  in  other  areas,  e.g.,  bricks 
and  mortar.  Cuts  here  help  guard  against  inflation ;  reductions  in  operating 
expenses  are  far  less  effective  and  have  greater  consequences  to  people." 
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The  Task  Force  believes  that  a  full  solution  to  the  problems  inherent 
in  the  Medicaid  program  can  be  found  ultimately  only  through  the 
establishment  of  a  national  policy  of  financing  health  care — a  policy 
which  treats  each  of  our  citizens  with  equity  and  justice  without 
regard  to  the  geographical  area  in  which  he  may  live  or  the  ability 
of  a  State  to  participate  in  the  financing  of  the  health  care  he  needs. 

Elsewhere  in  this  Eeport,  we  have  urged  the  Secretary  of  Health, 
Education,  and  Welfare  to  appoint  immediately  a  technical  advisory 
group  consisting  of  knowledgeable  persons  from  the  fields  of  health 
economics,  health  care  and  health-care  administration  to  assist  in  the 
development  of  national  long-term,  health-financing  policies. 

Public  discussion  and  legislative  debate  may  be  extensive  and  pro- 
longed, however,  before  a  general  consensus  on  a  national  health 
financing  policy  or  on  national  health  insurance  is  reached.  In  the 
meantime,  the  Task  Force  recommends  that  further  steps  be  taken  to 
improve  the  financing  structure,  management,  effectiveness  of  use, 
scope  of  coverage  and  eligibility  of  the  Medicaid  program. 

Steps  taken  to  improve  the  present  program  should  be  viewed  in  the 
framework  of  progress  toward  and  conformity  with  the  potential 
structure  of  the  long-range  plans  for  financing  health  care  that  could 
possibly  absorb  much  of  the  proposed  expanded  Medicaid  coverage, 
but  might  also  retain  a  significant  role  for  Medicaid. 

We  recommend  converting  Medicaid  to  a  program  with  a 
uniform  minimum  level  of  health  benefits  financed  100  percent 
by  Federal  funds,  with  a  further  Federal  matching  with 
States  for  certain  types  of  supplementary  benefits  and  for 
individuals  not  covered  under  the  minimum  plan. 

We  believe  there  should  be  maintenance-of-effort  requirements  upon 
the  States  to  retain  at  least  their  present  expenditure  level,  though 
we  have  some  differences  of  opinion  as  to  whether  it  is  feasible  and 
desirable  to  require  their  retention  of  present  benefit  and  eligibility 
levels,  particularly  for  the  medically  indigent. 

We  believe  that  both  the  basic  Federal  benefit  and  the  supplementa- 
tion should  be  designed  to  provide  incentives  for  improved  organiza- 
tion and  delivery  of  services,  with  some  flexibility  in  order  to  adapt 
the  scope  of  benefits  and  the  range  of  coverage  to  (1)  new  service 
patterns  available  in  the  community,  and  (2)  the  medical  needs  of 
t  he  covered  population  as  well.  Another  essential  requirement  of  basic 
and  supplementary  plans  would  be  an  individual  option  to  select  serv- 
ices i  hrough  a  group-practice  prepayment  plan,  or  other  health-main- 
tenance organization. 
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The  recommended  uniform  Federal  benefit  is  considered  imperative  in 
order  that  the  right  to  health  care  may  be  extended  to  all  citizens  on  a 
reasonably  equitable  basis.  Moreover,  it  is  seen  too  as  an  opportunity 
to  apply  Federal  policies  more  successfully  in  such  important  matters 
as  incentives  for  providers,  controls  of  utilization  and  quality  and 
other  improvements  aimed  at  greater  effectiveness. 

The  Task  Force  believes  the  commitment  to  provide  com- 
prehensive care  to  substantially  all  needy  and  medically 
needy  should  be  reaffirmed.  Priorities  should  be  established 
now  to  extend  coverage  to  additional  groups  until,  as  a  mini- 
mum, all  persons  at  or  below  the  poverty  level  are  eligible  for 
at  least  the  "Federal  benefit  package" 

1.  All  persons  eligible  for  payment  under  the  proposed  Fam- 
ily Assistance  Plan  should  be  covered  under  Medicaid. 

To  exclude  from  Medicaid  low-income  workers  and  their  families  who 
are  eligible  for  family  assistance  payments  is  to  create  an  illogical 
situation  in  which  persons  are  assumed  to  need  maintenance  assistance 
but  not  medical  assistance.  Work-related  health  insurance  for  the  poor, 
where  it  exists,  is  limited  in  benefits  (especially  pediatrics,  obstetrics, 
and  preventive  services)  and  often  does  not  extend  to  all  dependents. 

The  exclusion  of  the  working  poor  from  Medicaid  also  can  create  ad- 
ministrative problems  and  a  disincentive  to  work  as  a  parent's  status 
is  shifted  between  being  unemployed  (and  thus  eligible,  along  with 
his  family,  for  Medicaid)  and  being  employed  (and  becoming  dis- 
qualified for  Medicaid).  This  recommendation  contemplates  a  protec- 
tion which  would  not  substitute  for  adequate  remuneration  to  workers 
nor  replace  health  insurance  financed  partially  or  wholly  by  em- 
ployers. 
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2.  Additional  groups  should  be  phased  in  until  all  persons 
with  incomes  at  or  below  the  poverty  level  are  covered.  The 
following  table  suggests  priorities  for  expanding  coverage 
for  minimum  and/or  supplementary  benefits: 


Coverage 

Minimum  bene- 
fit package, 
1 00  percent 
Federal 
financing 

Supplementary  benefits, 
State- Fed  era  I  financing 

Immediate  Coverage 

4     CAD  _I:_:LI ... 

1 .  rAr  eligibles: 
a.  Needy  Families 
with  children  (ArUL;. 

Mandatory 

Mandatory. 

b.  Other  families  not 
now  included. 

Mandatory 

Optional,  with  main- 
tenance effort  re- 
quirement (in- 
dividuals under  21). 

2.  Adult  categories 

Mandatory 

Mandatory. 

3.  Medically  indigent 

Optional,  with  mainte- 
nance effort  requirement. 

Phased-in  Coverage 
4.  Single  persons  and 
childless  couples, 
subject  to  income 
test  of  adult 
categories. 

Mandatory 

5.  All  other  people 
below  poverty  level. 

Mandatory 
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The  income  limit  on  Federal  participation  in  current  medical 
indigency  programs  should  be  abolished. 

The  income  limitation  for  Federal  participation  in  assistance  to  the 
medically  indigent — 133Vs  percent  of  the  highest  money  payment 
ordinarily  paid  to  an  AFDC  family  (or  to  a  family  receiving  FAP 
and  State  supplementary  payments)  of  the  same  size  without  re- 
sources or  income — is  arbitrary.  In  some  of  the  States  the  restriction 
prevents  the  Federal  Government  from  assisting  persons  with  incomes 
below  the  poverty  level  in  meeting  their  medical  needs. 

Other  Medicaid  Reforms 

The  following  short-range  measures  are  part  of  the  Task  Force's 
Interim  Report.  They  are  directed  to  encouraging  States  to  move 
toward  the  goal  of  comprehensive  care  for  the  needy  and  medically 
needy  by  achieving  easier  access  to  the  program,  simple  and  dignified 
processes,  protection  of  client  rights,  adequate  program  information 
and  interpretation,  broadening  availability  of  services  and  provision 
for  people  without  residence  in  any  State. 

Access  to  Program 

The  Declaration  System — The  method  used  for  determining  eligibility 
for  Medicaid  should  be  simple  and  fast  and  should  preserve  the  dig- 
nity and  self-respect  of  the  applicant.  Further,  it  should  provide 
adequate  assurance  of  compliance  with  eligibility  requirements. 

HEW  and  the  States  and  localities  are  currently  experimenting  with 
a  system  that  meets  these  criteria.  It  involves  the  use  of  a  simple  decla- 
ration form  on  which  the  applicant  sets  forth  facts  within  his  knowl- 
edge and  competence  regarding  himself  and  his  circumstances.  These 
are  accepted  as  the  basis  for  decision  on  his  eligibility.  Adequate  safe- 
guards to  protect  the  integrity  of  the  system  are  provided  through 
test  checks.  Studies  have  shown  that  a  well-designed  system  using 
this  method  results  in  substantial  savings  of  time  and  unit  cost,  and 
that  it  need  not  produce  a  higher  rate  of  incorrect  determinations  of 
eligibility  than  the  traditional  system. 

In  light  of  the  value  of  this  method,  there  should  be  major  emphasis 
on  assisting  the  States  to  put  this  program  into  operation  as  quickly 
as  possible.  Substituting  the  simplified  method  for  the  more  compli- 
cated traditional  system  of  eligibility  determination  may  result  in 
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additional  numbers  of  people  who  are  eligible  applying  for  the  bene- 
fits of  the  program;  it  would  not  mean  that  more  ineligible  people 
would  necessarily  be  included.  We  distinguish  between  the  separate 
goals  of  assuring  access  to  the  benefits  of  the  program  for  eligible 
people  and  safeguards  to  assure  that  only  those  eligible  receive  benefits. 
To  be  successful,  the  concept  of  the  simplified  method  must  be  sup- 
ported by  all  parts  of  HEW.  Reasonable  tolerances  of  error  should  be 
established  and  applied  in  departmental  management  activities,  with 
reliance  upon  sampling  of  cases  using  appropriate  procedures  for 
validating  the  data  and  the  decisions  made  to  assure  the  integrity  of 
the  system. 

States  may  need  technical  assistance  to  develop  and  install  the  sys- 
tem, as  well  as  to  remove  any  legislative  or  administrative  obstacles  to 
the  simplified  method  of  determining  eligibility. 

States  should  be  required  to  use  the  simplified  method  of 
determining  eligibility,  which  pilot  programs  have  shown  to 
be  feasible;  HEW  should  adopt  suitable  supporting  concepts 
and  systems,  and  should  provide  technical  and  other  assist- 
ance required  by  States  in  developing  and  installing  the 
system. 

Regulations,  guidelines  and  systems  should  be  developed  to 
improve  methods  for  assuring  administration  of  the  simpli- 
fied form  in  full  conformity  with  the  statutory  requirements 
for  eligibility  determinations. 

Certification  and  Payment — The  opportunity  should  exist  for  people 
to  have  eligibility  for  Medicaid  determined  even  if  there  is  no  immedi- 
ate need  for  medical  services.  We  have  concrete  evidence  that,  in  many 
instances,  providers  not  only  are  reluctant  but  also  are  unwilling  to 
provide  services  when  eligibility  is  uncertain,  or  where  application  for 
eligibility  has  not  been  made;  thus  early  care  is  often  not  given. 

There  is  also  ev  idence  that  the  income  level  for  most  people  stays 
relatively  the  same  throughout  the  year;  and  thus  the  present  system, 
requiring  certification  every  three  months,  seems  to  be  adding  un- 
necessary costs  and  burdens  to  the  responsible  agency. 

During  the  certification  period,  the  agency  would  be  responsible  for 
paying  the  cost  of  any  medical  care  given  under  the  plan;  the  re- 
cipient would  have  the  responsibility  to  report  a  change  in  his  cir- 
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cumstances  to  the  agency,  and  the  State  would  be  responsible  for 
taking  appropriate  action  in  relation  to  such  change. 

Each  eligible  person  should  be  given  an  identification  card  to  show 
vendors  that  he  is  eligible  for  the  period  specified.  These  steps  should 
reduce  the  difficulties  encountered  by  eligible  persons  in  receiving 
services  and  the  confusion  experienced  by  providers  when  an  appli- 
cant's eligibility  is  uncertain. 

States  should  be  required  to  determine  the  eligibility  of 
persons  who  request  it,  and  should  certify,  for  a  minimum 
period  of  three  months,  or  preferably  six  months  to  a  year, 
that  such  persons  who  do  not  have  excess  income,  or  whose 
excess  income  has  already  been  applied,  are  eligible  to  receive 
medical  assistance.  The  feasibility  of  establishing  such  a 
longer  period  of  time  over  which  certification  could  be 
extended  without  undue  risk  should  be  studied. 

An  identification  card  should  be  issued  to  eligible  persons  to 
be  valid  for  the  certification  period  and  to  commit  the  agency 
to  pay  for  services  under  the  plan. 

HEW  should  also  explore  the  possibility  of  conditional  or 
prospective  certification  of  the  group  of  people  with  excess 
income  to  be  applied  to  medical  needs  before  they  are  eligible 
under  title  XIX,  and  issue  appropriate  guidelines. 

A  corollary  recommendation  to  the  one  for  precertification  on  appli- 
cation would  provide  similar  protection  to  providers  and  patients  who 
do  not  obtain  certification  prior  to  the  onset  of  medical  need  by  assur- 
ing that  even  if  early  application  were  not  made,  those  eligible  for  the 
program  would  receive  services.  Thirty -one  States  now  have  provisions 
to  pay  for  care  for  periods  up  to  90  days  prior  to  the  date  of  appli- 
cation. 

As  a  further  protection  for  both  the  recipient  and  the  vendor, 
States  should  be  required  to  provide  coverage  for  services 
rendered  for  a  period  of  at  least  90  days  prior  to  the  time 
of  application,  provided  the  recipient  was  eligible  at  the 
time  the  services  were  rendered.7 


7  H.R.  17550  passed  by  the  House  of  Representatives  on  May  21,  1970,  and  now 
pending  in  the  Senate. 
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Protection  of  Client  Rights 

The  Social  Security  Act  requires  that  clients  who  are  dissatisfied 
with  the  actions  (or  failure  to  act)  of  the  agency  administering  title 
XIX  are  entitled  to  a  fair  hearing,  conducted  by  an  official  of  the 
State  agency  responsible  for  the  program.  The  purpose  of  the  fair- 
hearing  procedure  is  to  insure  that  the  client  receives  equitable  treat- 
ment and  that  the  local  agency  acted  properly  and  in  accord  with 
Federal  and  State  program  requirements. 

Despite  the  policy  providing  for  fair  hearings,  the  volume  of  appeals 
relating  exclusively  to  Medicaid  has  so  far  not  been  great.  Such  factors 
as  lack  of  understanding,  or  of  courage  to  challenge  a  ruling,  or  of 
skill  in  presenting  his  own  case  sometimes  prevents  a  client  from  re- 
questing a  fair  hearing,  or  even  for  one  who  does,  sometimes  limits 
his  ability  to  adequately  advance  his  own  interest.  Therefore,  he 
should  be  entitled  to  representation  in  the  fair  hearing  by  a  third 
party  of  his  choice. 

The  following  recommendations  are  intended  to  cover  this  problem 
and  also  to  encourage  local  agencies  to  handle  such  instances  as  ex- 
peditiously as  possible,  avoiding  the  construction  of  appeal  mecha- 
nisms that  might  invite  exploitation. 

We  support  the  principle  that  an  appellant  in  a  fair  hearing 
may,  if  he  wishes,  be  represented  by  an  attorney.  Considera- 
tion should  also  be  given  to  the  appropriate  methods  of 
providing  and  paying  for  legal  services  and  to  the  problem 
of  payment. 

State  agencies  should  take  firm  steps  to  assure  that  staff 
attitudes  do  not  inhibit  recipients  in  the  exercise  of  their 
appeal  rights. 

Vigorous  steps  should  be  taken  by  Federal  and  State  gov- 
ernments to  make  information  about  the  program  widely 
available,  using  all  media,  community  organizers,  public- 
service  announcements  and  well-written,  clearly-stated  bro- 
chures in  English  and  other  languages. 

We  are  concerned,  also,  about  reports  that  some  vendors  subject 
title  XI X  recipients  to  undignified,  callous  and  indifferent  treatment 
and  that  services  for  them  are  different  from  (often  inferior  to)  those 
provided  non-Medicaid  patients.  There  have  been  persistent  com- 
plaints by  Medicaid  patients  that  some  providers  of  health  services 
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give  preferential  treatment  to  non-Medicaid  patients.  Definitive  sur- 
veillance and  enforcement  activities  are  required  by  Federal  and  State 
administrators  to  eliminate  discriminatory  practices  by  providers. 

Care  of  Persons  Without  Residence  in  Any  State 

Although  the  States  may,  under  the  law,  provide  medical  assistance 
for  migrant  workers  and  other  persons  who  hold  no  legal  residence 
in  any  State,  few  actually  do  so.  Practically  all  States,  in  their  own 
laws  or  regulations,  require  a  person  to  be  a  resident  in  order  to  receive 
medical  assistance. 

Under  the  present  title  XIX  law,  however,  States  are  required  to 
include  in  their  programs  residents  who  are  temporarily  outside  a 
State  having  a  title  XIX  program  and  who  receive  care  in  the  State 
where  they  are.  With  migrants  it  is  often  difficult  to  find  out  the  State 
of  residence.  In  addition  to  this,  there  is  the  related  problem  of  lack 
of  available  resources  in  areas  where  migrants  may  be  located.  Title 
XIX,  which  can  pay  for  the  services,  does  not  create  the  resources  to 
provide  the  services.  The  shortage  of  health  facilities  and  health  man- 
power are  particularly  severe  in  areas  with  concentrations  of  migrant 
workers.  The  migrant  health  projects  assisted  by  the  Public  Health 
Service  create  these  resources  but  require  ongoing  support  for  service- 
payment  programs. 

Host  States  should  be  concerned,  in  receiving  migrant  work- 
ers who  have  residence  in  another  State,  that  the  migrants 
are  fully  informed  of  their  rights  and  that  reciprocal  arrange- 
ments are  made  to  facilitate  the  payment  by  State  of  resi- 
dence for  services  received  by  the  migrant  worker. 

Legislative  changes  are  needed  to  establish  Federal  responsi- 
bility for  the  cost  of  medical  care  and  services  for  migrant 
workers  and  other  eligible  people  who  do  not  have  established 
residence  in  any  State;  migrant  workers  should  be  eligible 
for  the  benefits  of  title  XIX. 

Where  no  easily  accessible  service  exists  for  migrant  groups, 
the  States  should  organize  such  services. 

Existing  programs  now  being  supported  by  States  and/or 
F ederal  grants  and  designed  to  create  new  resources  should 
be  continued  and  expanded  and  positive  steps  should  be  taken 
to  assure  reimbursement  from  title  XIX  for  services  pro- 
vided in  these  programs. 
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Limitation  of  Care  in  Mental  Institutions 

We  are  aware  of  the  legislative  proposal  now  under  consideration 
to  limit  care  in  mental  institutions.8  We  fully  support  the  Depart- 
ment's commitment  to  modern  concepts  of  care  for  the  mentally  ill 
and  the  development  and  implementation  of  alternatives  to  inpatient 
care  in  mental  institutions,  using  title  XIX  funds  where  possible. 
Maximum  effort  should  be  encouraged  in  planning  for  alternate  care, 
guided  by  the  needs  of  the  patient. 

In  such  a  flexible  approach  to  care  based  on  patients'  needs, 
an  arbitrary  limitation  on  duration  of  care  of  patients  in 
mental  institutions  is  inappropriate,  and  the  Task  Force  rec- 
ommends against  imposition  of  any  limitation. 

Broadening  Availability  of  Services 

We  have  been  impressed  with  the  continuing  need  to  develop  and  sup- 
port new  and  innovative  methods  for  providing  care,  particularly  for 
those  persons  who,  like  the  recipients  of  title  XIX  benefits,  cannot 
afford  or  do  not  have  reasonable  access  to  adequate  medical  care  and 
service. 

We  have  included,  in  the  chapter  on  Effecting  Changes  and  Improve- 
ments in  the  Delivery  of  Health  Care,  detailed  recommendations 
relating  to  these  services.  We  stress  here  the  importance  of  coordinating 
Federal  efforts  in  the  health  field  for  the  purpose  of  assuring  availa- 
bility of  health-care  services,  not  only  to  those  eligible  under  title  XIX 
but  also  to  all  low-income  people  within  the  geographic  area. 

Under  demonstration  programs,  the  Social  and  Rehabilita- 
tion Service  should  help  to  promote  availability  of  compre- 
hensive health  care  for  all  residents  in  a  given  geographical 
area,  combining  funds  from  title  XIX  with  other  sources  of 
financing  to  support  experimentation  with  broadened  eligi- 
bility provisions. 

Innovative  facilities  for  provision  of  medical  care  ( e.g.,  neigh- 
borhood health  centers,  community  health  centers,  group 
practices,  outpatient  services  of  hospitals  which  provide 
neighborhood,  comprehensive  ambulatory  care  and  other 
facilities)  should  be  included  as  eligible  vendors  which  recipi- 
ents under  title  XIX  may  elect  and  be  encouraged  to  use, 
assuming  appropriate  standards  of  health  care  are  met. 

8H.R  17550  passed  by  the  House  of  Representatives  on  May  21,  1&70,  and 
now  pending  in  the  Senate. 
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Improvements  in  Other  Existing  Programs 

The  foregoing  recommendations  are  all  aimed  at  correcting  inequities 
and  effecting  improvements  in- Medicaid.  But,  as  we  have  said  here 
and  shall  say  again  repeatedly  throughout  this  Keport,  no  program 
can  be  viewed  as  an  island,  and  improvements  in  Medicaid  should  be 
accompanied  by  corresponding  improvements  in  other  programs, 
public  and  private,  wherever  these  are  indicated.  Thus  the  following 
separate  but  interrelated  recommendations  are  designed  to  improve 
the  coverage  of  medical  services  and  to  increase  their  availability  to 
the  population  as  a  whole  or  to  specific  elements  in  the  population  with 
special  needs  which  have  been  identified. 

Disabled  social  security  beneficiaries  have  medical  needs  in  excess  of 
the  aged  for  whom  title  XVIII  was  designed,  and  far  in  excess  of  the 
rest  of  the  population ;  at  the  same  time  they  are  likely  to  be  handi- 
capped in  obtaining  protection  for  themselves.  Thus,  their  inclusion 
with  the  aged  in  titleXVIII  is  plainly  a  step  toward  realization  of  the 
goal  of  medical  equity.9 

Disabled  social  security  beneficiaries  should  be  included  as 
soon  as  possible  under  title  XV III. 

The  special  health-service  needs  of  the  disabled  will  require  changes 
in  our  current  delivery  programs.  Eehabilitation  facilities,  now  few 
in  number,  will  be  severely  taxed  as  we  move  increasingly  to  provide 
medical  and  restorative  services,  not  only  to  disabled  social  security 
beneficiaries  but  also  to  others  covered  by  Medicaid  and  by  private 
medical  insurance. 

The  Department  of  Health,  Education,  and  Welfare,  in  con- 
sultation with  the  Department  of  Defense  and  the  Veterans 
Administration,  should  support  measures  to  expand  rehabili- 
tation manpower  and  to  increase  rehabilitation  facilities  in 
the  United  States — as  well  as  to  extend  the  actual  use  of 
available  facilities  at  this  time. 

Under  title  XIX,  the  design  of  benefits  could  be  simplified  to  improve 
the  administration  of  the  program  and  to  make  it  more  comprehensive 
to  beneficiaries.  Also  under  title  XVIII,  a  combined  benefit  package 
would  achieve  administrative  simplifications  and  facilitate  cost  and 
incentive  approaches  to  the  overall  utilization  of  benefits. 

9  See  Report  of  the  Advisory  Council  on  Health  Insurance  for  the  Disabled 
submitted  on  December  31,  1968,  to  the  Secretary  of  Health,  Education,  and 
Welfare,  as  required  by  the  Social  Security  Amendments  of  1967. 
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Analysis  should  be  undertaken  by  HEW  of  the  merits  of  com- 
bining parts  A  and  B  of  title  XV III  so  that  all  medical  and 
health  services  provided  under  Medicare  may  be  designed, 
administered  and  financed  without  the  special  restrictions 
and  inhibitions  that  result  from  separating  hospital-insur- 
ance benefits  and  voluntary  medical-insurance  benefits. 

The  Task  Force  believes  that  several  steps  should  be  taken  in  the 
private  sector  to  improve  the  coverage,  scope  and  efficiency  of  benefits. 

With  the  dual  objective  of  providing  an  opportunity  for  all 
employees  to  obtain  the  best  available  health  care  at  a  rea- 
sonable price  and  encouraging  the  spread  of  innovative 
health-care  systems,  we  urge  the  Secretary  to  consult  with 
representatives  of  labor  and  industry  to  include  provisions 
in  employee  or  collective-bargaining  contracts  for  an  alterna- 
tive choice  of  services  through  a  prepaid  group  practice 
health  plan,  or  other  health  maintenance  organization,  when- 
ever such  a  plan  is  or  becomes  available,  involving  perhaps 
annual  or  bi-annual  "open  seasons"  for  employee  selection. 
Further,  the  use  of  Government  contract,  IRS  and  other  chan- 
nels should  be  explored  as  stimuli  to  implementation. 

Further  study  should  be  undertaken  to  determine  whether, 
through  law  or  regulation,  the  present  practices  of  insurance 
carriers  should  be  extended  to:  (1)  pool  the  experience  of 
very  small  groups  which  are  now  experience-rated;  and  (2) 
devise  appropriate  groupings  for  the  self-employed  and  indi- 
viduals on  the  basis  of  association,  geographical  or  other 
classification  to  permit  them  the  advantage  of  group  rates. 

Further,  we  recommend  that  part-time  and  temporarily  em- 
ployed persons  should  enjoy  the  protection  of  health  insur- 
ance under  employee-benefit  plans.  Information  should  be 
obtained  on  the  extent  to  which  such  people  are  now  covered 
under  some  plan — for  example,  under  employee  plans  of 
other  members  of  their  families. 

Employee-benefit  plans  should  be  strongly  encouraged  to  pre- 
pay (all  or  part  of)  health-benefits  protection  for  employees 
during  short  periods  of  disability  and  layoff,  say  for  60  to  90 
days,  as  members  of  the  employed  group.  It  should  also  be 
possible,  for  perhaps  an  additional  90  days,  for  such  employees 
to  participate  as  members  of  the  employed  group  on  a  self- 
paid  basis.  A  similar  provision  should  be  made  for  employees 
who  are  terminated. 
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The  Task  Force  believes  that  cost  effectiveness  and  cost  control  for 
health  insurance  generally — and  the  optimum  utilization  of  the  medical 
resources  of  the  Nation's  health-care  system — require  increased  em- 
phasis on  preventive  health-care  measures. 

We  recommend,  therefore,  that  HEW  undertake  study  and 
obtain  consultation  to  develop  specific  ways  in  which  the 
work  environment  may  be  used  to  encourage  employees  and 
employers  to  think  and  talk  about  health  care  and  preven- 
tion of  sickness  or  injury,  and  to  encourage  employee- 
employer  cooperation  to  achieve  improved  morbidity  and 
mortality  rates. 

We  believe  the  work  environment  and  the  processes  by  which  health 
insurance  and  health  care  are  provided  to  workers  and  their  families 
afford  an  untapped  reservoir  of  potential  for  preventive  action. 

We  urge  the  Department  to  explore  possible  incentive  meas- 
ures to  persuade  employers  to  undertake  such  an  educational 
process, 

We  urge  the  Secretary  to  convene  a  meeting  of  insurance  com- 
pany representatives,  consultants  and  representatives  of 
interested  parties  to  suggest  appropriate  methods  for  imple- 
mentation of  these  latter  recommendations. 
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ISSUES  AND  RECOMMENDATIONS 


Effecting  Changes  and  Improvements  in  the  Delivery  of 

Health  Care 

While  we  have  emphasized  in  earlier  sections  of  this  Report  and 
will  declare  again  that  large  infusions  of  money  are  going  to  be  needed 
to  bridge  the  gaps  in  the  health  services  and  then  strengthen  and 
improve  the  bridge,  we  have  also  emphasized  and  shall  repeat  the 
central  Task  Force  thought  that  money  alone  will  not  bring  about 
the  needed  changes. 

For  the  last  25  years,  financing  programs  for  medical  care,  whether 
public  or  private,  have  served  largely  to  provide  financial  underpinning 
for  conventional  ways  of  providing  services.  Wherever  the  money  came 
from,  most  of  it  followed  well-worn  and  sometimes  rutted  roads  into 
institutional  cash  drawers  and  medical  pocketbooks.  Instead  of 
encouraging  change,  the  programs  have  been  rewarding  traditional 
methods  and  old  inefficiencies.  Federal  support  of  vendor  payments 
has  made  the  payments  more  certain  without  exerting  much  influence 
on  the  vendors  to  improve  patterns  of  care.  Insurance  plans  (including 
those  for  Federal  employees  and  dependents  of  the  Armed  Forces) 
have  led  to  an  overuse  of  hospitals  without  providing  effective  sur- 
veillance of  utilization  and  cost.  This  is  equally  true  of  most  voluntary 
health  insurance  in  the  private  sector. 

Nor  is  financing  the  only  problem.  The  revolution  of  rising  expectations 
is  taking  place  in  health  care  as  in  other  underdeveloped  areas.  Con- 
sumers are  acquiring  more  informed  and  expensive  tastes.  Physicians 
are  spread  thin  in  some  areas  and  complain  of  overwork.  Vendors  suffer 
shortages  and/or  maldistribution  of  manpower  and  facilities  and 
inefficient  use  of  those  that  exist.  Under  the  circumstances,  to  provide 
additional  financing  now  without  at  the  same  time  taking  steps  to 
increase  capacity  and  rearrange  organizational  patterns  would  be 
irresponsible. 

Changes  in  the  delivery  of  health  care  are  overdue,  but  the  Task  Force 
recommendations  that  follow  assume  that  all  improvements  cannot  be 
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laid  on  by  law.  Instead,  laws  providing  payment  and  regulations 
governing  the  conditions  of  payment  must  direct  the  flow  of  funds  in 
such  a  way  that  needed  change  will  come  as  a  response  to  new  induce- 
ments. Providers  will  learn  that  innovation,  efficiency  and  better 
service  will  be  rewarded,  and  the  people  will  be  able  to  choose  what 
they  think  is  best  for  their  own  needs  through  competing  plans.  If  the 
goals  envisioned  here  are  accomplished,  the  American  people  are  going 
to  get  more  comprehensive  and  better  health  care. 

The  Federal  Government  should  provide  leadership  and 
funds  to  create  and  support  systems  of  health  care,  through 
a  variety  of  auspices  and  approaches,  that  will  contain  the 
following  desirable  elements: 

1.  comprehensive  services  and  continuity  of  care, 

2.  contractual  services  for  definable  population  groups, 

3.  integrated  fiscal  and  managerial  responsibility,  and 

4.  risk  sharing  through  prepayment. 

Comprehensiveness  and  continuity  in  a  health  system  are  believed  to 
encourage  early  and  economical  use  of  the  less  expensive  services  and 
to  avoid  the  inefficiencies  of  repetition  and  duplication.  Defined  popu- 
lation groups,  whether  related  to  geography,  employer,  union,  or 
fraternal  organization,  permit  reasonably  accurate  forecasting  of  needs 
and  budgeting  of  resources  and  thus  can  contribute  to  more  effective 
utilization  of  services;  for  best  results,  the  covered  group  should  be 
based  broadly  enough  so  it  is  not  disproportionately  high-risk  and 
therefore  uneconomic,  nor  disproportionately  low-risk,  leaving  those 
who  need  the  most  help  outside.  Integrated  fiscal  and  managerial  con- 
trols coordinate  services,  set  and  enforce  consistent  standards,  monitor 
quality,  review  needs,  assure  that  services  are  available,  and  obtain 
economies  through  central  services,  data  linkage  and  a  single  overall 
management  focus.  Prepayment  and  especially  capitation  1  payments 
can  help  to  spread  costs  over  the  broadest  possible  groups,  sharing 
risks  between  consumers  and  providers.  Payment  in  advance  can  put 
a  premium  on  efficiency,  keeping  people  out  of  hospitals  and  encourag- 
ing prevention,  education,  early  detection  and  health  maintenance. 

Provision  of  "Front-End"  Money 

Consistent  with  the  recommendation  that  the  Federal  Government 
should  not  provide  new  patient-care  money  without  at  the  same  time 
providing  leadership  and  funds  to  stimulate  new  systems  of  health 

3  A  payment  for  defined  benefits  per  person  related  to  a  defined  population  for 
a  given  period  of  time. 
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care,  we  urgently  stress  that  each  benefit-payment  program  must  bear 
a  share  of  the  start-up  costs  for  needed  capacity.  Especially  with  the 
Administration's  decision  to  move  forward  with  an  insurance  program 
for  the  recipients  of  Family  Assistance,  there  will  be  an  increase  in 
effective  demand  by  the  poor  and  the  "working  poor"  that  will  call  for 
greater  response  from  the  delivery  system. 

Legislation  should  be  enacted  to  make  sums  equivalent  to  5 
percent  of  Federal  Medicaid  appropriations  per  year  avail- 
able for  the  development  and  improvement  of  health-care 
services  and  resources.  The  Secretary  should  have  discre- 
tionary authority  under  such  an  amendment  to  use  up  to  the 
full  amount  of  the  earmarked  funds  in  any  one  year,  depend- 
ing upon  such  criteria  as  the  ability  to  use  the  funds  effectively 
and  the  need  for  and  priority  of  projects. 

These  funds  should  be  expended  as  "front-end"  money  to 
create  new  or  expanded  capacity  for  service  in  localities  with 
a  high  proportion  of  low-income  persons  and  where  the  need 
for  development  and/or  improvement  of  health-care  re- 
sources has  been  determined  in  cooperation  with  State  and 
areawide  comprehensive  health  planning  agencies. 

To  support  the  development  of  needed  services,  priority  should 
be  given  to:  development  of  organized  primary  health-care 
services  in  neighborhoods,  development  of  services  and  re- 
sources which  can  serve  as  alternatives  to  inpatient  hospital 
care,  e.g.,  home  health-care  programs;  improvements  in  utili- 
zation, efficiency,  and/or  quality  of  existing  health  services 
directed  to  producing  more  and  better  health  care;  social 
and  other  outreach  services  which  are  an  integral  aspect  of 
appropriate  utilization  of  services;  development  of  ways  to 
link  and  relate  new  and  existing  health  services  with  each 
other,  aiming  toward  comprehensive  health-care  systems  in 
communities. 

The  funds  are  not  intended  to  be  used  for  experiments  and  demonstra- 
tions perse,  but  for  the  support  of  needed  services  with  proven 
capability  to  make  the  Medicaid  program  more  effective,  e.g.,  group 
practice,  home  health-care  programs.  The  funds  are  intended  to  supple- 
ment and  not  supplant  existing  sources  of  Federal  and  State  funds 
presently  used  to  improve  the  organization  and  delivery  of  health 
services  and  develop  needed  resources.  Coordinated  programming  and 
funding  with  both  public  and  private  sources  of  funds  should  be 
promoted. 
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In  the  longer  range,  consideration  should  be  given  to  adoption  of  the 
basic  principle  that  all  programs — public  and  private ;  Federal,  State 
and  local — which  influence  demand  for  health  services  should  set  aside 
a  proportion  of  expenditures  for  the  purpose  of  improving  the  supply, 
organization  or  productivity  of  health  services  and  manpower. 

Consideration  should  be  given  to  legislation  which  would 
provide  a  percentage  of  Medicare  funds  for  similar  supply- 
influencing  efforts.  In  order  to  encourage  the  use  of  efficient, 
innovative  and  effective  delivery  systems,  legislation  should 
be  enacted  to  provide  the  Secretary  with  discretionary  author- 
ity to  modify  the  Federal  share  of  Medicaid  payments  for  cer- 
tain services  to  the  States  by  providing  increased  Federal 
funds  of  5  to  10  percent  above  the  usual  matching  formula  on 
a  differential  basis  to  those  States  which  successfully  develop 
and  use  these  services  and  payment  methods,  such  as  contract 
payments  to  prepaid  group-practice  plans,  neighborhood 
health  centers  and  other  arrangements  for  provision  of  com- 
prehensive services  to  a  definable  population,  or  use  of  new 
types  of  health  manpower  and  paramedical  manpower. 

Focusing  Funding  Activities  of  Programs 

The  existing  programs  that  directly  influence  new  development  or 
change  ( Partnership  for  Health,  Regional  Medical  Programs,  National 
Center  for  Health  Services  Research  and  Development,  Maternal  and 
Child  Health,  Neighborhood  Health  Center,  Community  Mental 
Health  Centers,  and  Hill-Burton)  have  each  been  established  by  spe- 
cific legislation  that  limits  and  defines  eligible  population,  services  and 
the  roles  that  demonstration,  experimentation,  and  research  can  play. 
Consequently,  each  program  has  its  own  grant  policies,  funding  cycles, 
and  requirements  for  review,  reporting  and  accounting ;  and  any  group 
trying  to  develop  comprehensive  health  care  at  the  local  level  must 
thread  its  way  through  a  maze  of  multiple  grant  applications,  multiple 
sets  of  books,  and  inflated  administrative  cost — all  too  often  to  be  re- 
warded with  fragmented  assistance. 

We  must  focus  these  programs  around  a  common  Federal  health- 
service  policy,  coordinate  financial  and  administrative  requirements, 
integrate  technical  service  and  spend  what  we  save  on  new  and  im- 
proved services. 

In  administering  existing  and  proposed  funds  to  create  or  improve 
delivery  systems,  the  objectives  of  HEW  policy  must  be:  (1)  to  co- 
ordinate objectives  and  implementation  among  existing  programs  that 
give  direct  support  to  such  development ;  (2)  to  promote  joint  funding 
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among  the  various  categorical  and  general  grant  programs  so  that 
uniform  procedures  for  reporting,  funding,  application  and  the  like 
might  be  achieved;  (3)  to  assure  that  each  local  community  has  ade- 
quate technical  help  in  planning  and  applying  for  the  particular 
"package"  of  Federal  support  that  will  best  meet  its  individual  needs ; 
and  (4)  to  assure  that  grant  programs  support  development  of  systems 
capable  of  becoming  self-supporting  through  sales  to  third-party  pur- 
chasers, including  Medicare  and  Medicaid — and  that  the  financing 
arrangements  do  not  in  any  way  inhibit  innovation  created  by  the 
grants. 

All  appropriate  sources  of  Federal  funding,  in  particular  the 
National  Center  for  Health  Services  Research  and  Develop- 
ment and  the  Partnership  for  Health  Program,  should  be 
encouraged  to  give  high  priority  to  development,  support  and 
demonstrations  of  model  health-care  delivery  systems.  Par- 
ticular emphasis  should  be  placed  on  neighborhood  loci  for 
organized  delivery  of  primary  health  care,  contract  payments 
for  coverage  of  comprehensive  health  services  and  approaches 
to  community  health  services  management  systems.  Experi- 
ments should  include  attention  to  means  for  improving  trans- 
portation and  communication  systems  related  to  health-serv- 
ices delivery.  Additional  Federal  funds  should  be  allocated  for 
these  purposes  and  should  be  used  in  conjunction  with  private 
sources  of  funds.  The  programs  should  be  directed  at  but 
not  restricted  to  the  poor  in  urban  and  rural  areas  in  order 
to  avoid  creation  or  perpetuation  of  dual  systems  of  health 
care  for  poor  and  non-poor. 

To  provide  facilities  for  these  programs,  the  Hill-Burton  pro- 
gram should  give  priority  to  those  projects  and  facilities 
which  propose  to  use  innovative  methods  of  delivering  health 
care. 

Notwithstanding  Federal  policy  permitting  payment,  many  State 
Medicaid  programs  still  place  barriers  in  the  way  of  payment  to  in- 
novative developments  in  the  organization  and  delivery  of  health  serv- 
ices. For  example,  many  OEO  neighborhood  health  centers  are  not  yet 
recognized  as  eligible  providers  of  service  under  Medicaid.  Children 
?!  lid  youth  projects  and  other  special  programs  often  receive  no  reim- 
bursement for  services  provided  to  people  who  are  eligible  for  title 
X  I  X  benefits.  Such  projects  should,  of  course,  meet  appropriate  stand- 
ards of  health  care,  but  artificial  barriers  resulting  from  outdated 
"standards"  must  be  removed. 
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The  provisions  of  title  XIX  that  recipients  will  have  "free 
choice"  of  vendor  should  be  interpreted  as  broadly  as  possi- 
ble in  order  to  promote  use  and  reimbursement,  under  Med- 
icaid, of  new  and  effective  organized  forms  of  health-care 
delivery.  Policy  implementing  the  statute  should  be  developed 
to  require  the  States  to  take  positive  steps  to  arrange  for 
reimbursement  (preferably  on  a  contract-payment  basis)  of 
neighborhood  health  centers,  community  mental  health  cen- 
ters, migrant  health  projects,  children  and  youth  projects, 
prepaid  group-practice  plans,  and  other  such  forms  of  orga- 
nized health-care  delivery.  To  implement  the  policy,  title  XIX 
should  work  with  such  program  resources  in  developing  ways 
to  enroll  groups  of  recipients  on  a  contract-payment  basis. 
As  noted  in  the  chapter  on  Eligibility  and  Protection  under 
Existing  Financing  Programs,  this  includes  development  of 
multi-lingual  informational  and  educational  materials  and 
informing  recipients  in  a  positive  way  of  their  rights  and 
responsibilities  related  to  these  programs. 

States  should  be  made  aware  of  options  available  to  them 
within  existing  statute  and  regulations  to  modify  methods  of 
payment  to  providers  of  services  under  the  Medicaid  pro- 
gram in  order  to  encourage  efficiency  and  economy.  Guide- 
lines should  be  developed  and  made  available  to  the  States 
describing  these  options. 

The  following  recommendations  suggest  guidelines  for  the  use  of  Fed- 
eral programs  to  improve  existing  systems  or  to  create  new  and  better 
ones. 

Funds  available  for  new  and  improved  systems  should  be  used 
to  support  planning,  initial  construction  and  staffing,  and 
start-up  costs  of  developing  systems  of  health-care  delivery. 

There  should  be  a  firm  commitment  from  Medicare  and 
Medicaid  for  continuing  support  during  development — sub- 
ject to  change  only  if,  and  not  before,  evaluation  and  audit 
during  early  operations  show  unsatisfactory  results. 

Priority  must  be  given  where  need  is  greatest — to  systems 
that  can  serve  the  highest  percentage  of  poor  people,  espe- 
cially in  inner  cities  or  rural  areas  where  resources  are  in 
short  supply,  and  need  has  been  demonstrated. 

To  be  eligible  for  Federal  funding,  all  new  or  improved  sys- 
tems, within  the  limits  of  their  capacity,  must  allow  periodic 
open  enrollment. 
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Local  and  State  health-planning  agencies  should  help  stimu- 
late new  and  improved  delivery  systems,  should  review  and 
make  recommendations  to  the  funding  agency,  but  should 
not  have  authority  to  grant  or  withhold  approval. 

With  respect  to  State  implementation  of  recommendations 
relating  to  use  of  earmarked  Medicaid  funds  for  develop- 
ment of  resources,  model  development,  and  others,  the  advice 
and  consultation  of  the  health-planning  agencies  should  be 
sought  and  encouraged.  Other  aspects  of  financing,  including 
participation  requirements  and  reimbursement  policy,  should 
support  planning  activities. 

To  achieve  these  objectives,  the  recommendations  in  the  chapter  on 
Management  of  Health  Activities  must  be  carried  out ;  in  addition,  the 
Federal  Government  should  set  up  exchange  programs  between  its 
agencies,  on  the  one  hand,  and  existing  prepaid  programs,  founda- 
tions, medical  schools,  and  the  like,  on  the  other.  Executives  of  non- 
governmental organizations  could  use  their  experience  to  help  develop 
systems  of  health  care,  while  Federal  executives  would  gain  experi- 
ence in  administration  of  the  programs. 

To  meet  increased  demands  caused  by  development,  improve- 
ment and  evaluation  of  health-care  delivery,  the  technical 
assistance  resources  of  the  regional  and  central  staffs  of 
the  Health  Services  and  Mental  Health  Administration 
(HSMHA)  must  be  substantially  increased. 

Group-Practice  Prepayment 

Some  5,000,000  Americans  are  enrolled  in  prepaid  professional  group- 
practice,  health-service- delivery  organizations  providing  comprehen- 
sive service  including  primary  family  care,  specialist  and  institutional 
service  as  needed,  complete  diagnostic  service,  ambulatory  office  and 
outpatient  services  and  preventive  care  such  as  immunizations  and 
periodic  medical  examinations — the  complete  benefit  package  pro- 
vided for  members  who  subscribe  and  pay  predetermined  premiums 
covering  the  full  cost  of  the  service.  While  comparative  studies  of 
population  groups  enrolled  in  these  organizations  and  those  covered 
by  Blue  Cross-Blue  Shield  or  insurance  contracts  have  indicated  that 
the  group  prepaid  services  and  the  inclusion  of  preventive  service  re- 
sult in  lower  hospital-utilization  rates,  and  lower  costs  for  the  com- 
prehensive organizations,  there  are  still  barriers  that  prevent  or  in- 
hibit the  initiation  of  such  programs.  In  more  than  half  the  States,  for 
example,  Legal  restrictions  of  one  kind  or  another  create  problems  for 
the  organization  and  operation  of  voluntary  prepaid  group -practice 
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plans  and  restrain  the  development  of  new  health-delivery  programs. 
Moreover,  there  is  evidence  that  some  professional  barriers  continue 
to  exist  for  such  groups,  such  as  the  denial  of  hospital  privileges  and 
medical-society  membership  to  participating  physicians  and  failure  of 
medical-school  and  hospital-teaching  staffs  to  expose  students  to  pre- 
paid practice  systems. 

To  promote  the  early  removal  of  State  legal  barriers,  HEW 
should  take  steps  to  require  that  States  permit  prepaid  group 
practices  through  a  variety  of  approaches,  including  regula- 
tions or  legislation,  that  would  tie  the  receipt  of  grants  that 
flow  directly  to  State  agencies  such  as  Hill-Burton,  314  (a) 
and  (d),  and  Community  Mental  Health  Center  Construction 
to  such  a  requirement;  and  other  alternatives  such  as  Federal 
charters  for  prepaid  systems. 

In  cooperation  with  the  Council  on  Intergovernmental  Rela- 
tions, Council  of  State  Governments,  and  the  Governors'  Con- 
ference, HEW  should  develop  a  model  State-enabling  act  to 
encourage  development  of  comprehensive  health-maintenance 
prepayment  plans. 

The  Secretary  of  HEW  should  suggest  to  the  Civil  Service 
Commission  that  regulations  governing  the  Federal  Em- 
ployees Health  Benefit  Program  (FEHBP)  be  modified  to 
provide  for  annual  periods  of  open  enrollment  on  a  national 
basis.  He  should  further  suggest  to  the  Civil  Service  Commis- 
sion that  the  requirement  that  new  programs  be  in  operation 
for  a  year  before  becoming  eligible  to  serve  as  delivery  agents 
for  Federal  employees  be  modified  to  permit  participation  of 
new  systems  that  can  demonstrate  the  capacity  to  meet  the 
needs  of  the  FEHBP  upon  a  joint  review  by  the  Civil  Service 
Commission  and  employee  representation. 

Federal  Encouragement 
of  Health  Maintenance  Organizations 

The  Task  Force  endorses  the  innovative  approach  of  the  Administra- 
tion's Health  Maintenance  Organization  proposal.  We  strongly  sup- 
port the  principle  of  providing  an  option  for  Medicare  and  Medicaid 
beneficiaries  that  would  permit  them  to  elect  to  receive  health  services 
through  a  single  organization  in  a  coordinated  manner,  financed 
through  prepaid  capitation. 

The  Health  Maintenance  Organization  proposal  constitutes  an  im- 
portant step  toward  possible  long-range  improvements  in  the  orga- 
nization and  delivery  of  health  services.  It  would  encourage  the 
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Nation's  physicians,  hospitals,  and  other  health  institutions  to  seek  out 
optimum  ways  of  providing  adequate  services  while  striving  to  control 
unnecessary  utilization.  In  the  implementation  of  the  concept,  we 
recommend  that  providers  be  encouraged  to  build  to  a  maximum  ex- 
tent upon  existing  facilities  and  programs.  This  is  not  to  imply  that 
some  programs  should  not  be  changed  or  that  no  new  facilities  are 
needed.  Changes  in  the  organization  of  existing  programs,  however, 
and  strengthening  the  coordination  among  programs  can  be  accom- 
plished without  duplicating  a  major  portion  of  the  capital  expenses 
already  incurred. 

Further,  the  Task  Force  believes  that  the  health-maintenance-orga- 
nization option  should  be  considered  as  but  one  important  step  in  a 
series  of  steps  to  be  taken  concurrently  to  make  it  possible  for  a  govern- 
ment, communities,  health  institutions,  insurance  and  prepayment 
agencies,  medical  societies  and  foundations,  among  others,  to  play  ac- 
tive roles  in  bringing  about  improvements  in  the  delivery  of  health 
care. 

It  must  be  noted  that  many  of  the  specific  recommendations  that  fol- 
low would  allow  certain  beneficiaries,  because  of  accidents  of  residence 
or  similar  special  circumstances,  to  have  access  to  plans  and  services 
that  would  not  be  available  for  other  beneficiaries  otherwise  equally 
eligible  for  the  same  programs.  This  raises  questions  of  fairness  and 
equity  of  the  kinds  that  have  been  discussed,  without  resolution,  for 
many  years.  Equity  is  a  real  concern;  all  beneficiaries  should  be  en- 
titled to  benefits.  But  only  the  development  of  new  and  better  health- 
care systems  will  materially  change  the  health  benefits  available  to 
everybody,  and  the  need  to  bring  these  changes  about  is  now  so  urgent 
as  to  transcend  the  temporary  inequities  that  might  result  from  un- 
even development. 

The  pending  HMO  proposal  limits  the  amount  allowable  per  person 
for  Health  Maintenance  Organizations  to  an  amount  related  to  their 
membership  premium  "up  to  95  percent"  of  the  per  capita  costs  of 
parts  A  and  B  coverage  for  Medicare  beneficiaries  in  the  same  area 
who  are  not  enrolled  in  HMO's.  The  potential  of  this  form  of  health 
organization  will  not  be  demonstrated  unless  prospective  enrollees  in 
HMO's  are  encouraged  by  the  prospect  of  income  sufficient  for  the 
organization  to  pass  on  greater  efficiencies  in  the  form  of  broader 
benefits. 

The  Task  Force  therefore  makes  the  following  specific  recom- 
mendations : 

HMO's  should  be  allowed  the  full  95  percent  and  be  permitted 
to  reduce  the  charge  for  the  extra  premium  for  the  coinsur- 


once  and  deductible.  They  should  be  encouraged  to  offer  as 
broad  a  range  of  benefits  as  they  can,  beyond  the  minimum  of 
parts  A  and  B  services  without  charging  additional  premiums. 

Nothing  in  the  above,  or  in  regulations,  should  prohibit  HMO's 
from  offering  additional  benefits  for  which  extra  premiums 
could  be  charged;  at  the  same  time,  nothing  should  prohibit 
the  enrollment  of  subscribers  who  cannot  or  do  not  wish  to 
purchase  these  extra  benefits. 

There  should  be  both  annual  open  enrollment,  and  (to  the 
extent  feasible)  continuous  enrollment  of  new  eligible  bene- 
ficiaries for  HMO's.  However,  having  once  chosen  an  HMO, 
beneficiaries  should  be  permitted  to  drop  out  only  during  the 
open-enrollment  period  (except  for  appeals  made  because 
of  special  circumstances).  HMO's  should  be  able  to  plan  with 
some  assurance  about  stability  of  membership  and  income. 

In  requiring  HMO's  to  enroll  non-Medicare  and  non-Medicaid 
beneficiaries,  HEW  must  take  into  consideration  the  special 
problems  of  potential  HMO's  in  such  places  as  ghetto  neigh- 
borhood health  centers,  where  high  proportions  of  low-income 
and  high-risk  persons  reside.  Statute  and  regulation  should  be 
flexible  on  how  soon  it  is  necessary  for  the  HMO  to  achieve  a 
balanced  under-65  population — while  still  aiming  at  balanced 
population  mixes  in  non-ghetto  areas. 

The  Administration's  original  proposal  would  have  permitted  new 
and  expanding  HMO's  to  collect  100  percent  of  per-capita  costs  for 
their  areas  until,  presumably,  they  could  become  stable  and  mature 
enough  to  survive  and  grow  under  the  95  percent  limitation.  The  pend- 
ing legislation  does  not  contain  this  provision.  Yet,  frequently,  such 
organizations  will  incur  extraordinary  start-up  costs,  enrollment  ex- 
penses and  interest  charges  in  their  initial  years. 

For  new  and  expanding  HMO's  there  should  be  an  allowance 
of  100  percent  of  per-capita  costs  in  their  areas,  subject  to 
reasonable  time  limitations. 

The  statute  and  the  regulations  that  establish  and  implement  the  HMO 
option  should  be  flexible,  and  allow  a  variety  of  approaches  to  con- 
tracting with  HMO's.  But  the  key  to  effectivness  of  the  program  will 
not  be  simply  in  the  general  regulations,  but  in  the  safeguards  nego- 
tiated with  HMO's  to  assure  consumer  protection  and  in  the  evalua- 
tion of  their  performance. 
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Contracts  negotiated  with  individual  HMO's  must  assure  that 
good  quality  of  care  will  be  provided;  HMO's  must  not  enroll 
more  subscribers  than  they  can  adequately  care  for;  profits 
must  be  kept  at  a  reasonable  level,  and  not  taken  from  bene- 
ficiaries by  limiting  access  to  needed  services. 

At  present,  all  health-care  institutions  that  want  to  participate  in 
Medicare  and  Medicaid  must  meet  certain  standards  in  structure  and 
organization. 

HEW  should  start  immediately  to  develop  performance 
accountability  measures  for  HMO's  that  can,  at  least  in  part, 
act  as  surrogates  for  present  Medicare  and  Medicaid 
standards. 

Reimbursement  of  Other  Providers 

The  payment  of  "reasonable  cost"  in  health-service  programs  was  con- 
ceived in  tradition  and  dedicated  to  the  proposition  that  all  providers 
are  created  able.  It  hasn't  worked  out  that  way.  The  payment  sys- 
tem neither  rewards  efficiency  nor  discourages  waste;  it  ignores  the 
opportunity  to  use  money,  which  is  highly  regarded  in  industry  and 
not  completely  disdained  in  the  professions,  as  an  inducement  to 
superior  performance.  The  incentive-reimbursement  program  author- 
ized under  section  402  of  the  Social  Security  Act  is  a  fundamental 
route  to  effectiveness.  For  several  reasons,  including  lack  of  sufficient 
motivation  to  engage  in  experiments,  the  initiation  of  alternative 
methods  of  reimbursement  on  a  trial  basis  has  lagged. 

There  should  be  active  support  for  the  principles  of  the  legis- 
lative amendments  on  incentive  reimbursement  contained  in 
the  Health  Cost  Effectiveness  proposal.  HEW  should  actively 
program  experiments  for  incentive  reimbursement  under 
Medicare  and  Medicaid,  with  new  emphasis  on  experiments  in 
payment  methods  for  physicians  as  the  key  generators  of 
health  services.  In  addition  to  experiments  in  institutional 
reimbursement,  other  experiments  could  emphasize  compen- 
sation to  groups  of  practitioners  using  modified  approaches 
to  capitation  with  built-in  controls  on  quality  and  costs.2 

'Methods  of  reimbursement  for  physicians'  services  in  a  teaching  setting  em- 
bodied  In  the  Social  Security  Amendments  of  1970  offer  intriguing  opportunities 
f.-r  the  development  of  demonstrations  and  models  of  alternative  ways  of  medi- 
cal  and  paramedical  education  and  of  innovations  in  coverage  and  reimburse- 
ment for  the  "teaching-teams'"  services.  Regional  Medical  Programs  could  be 
the  appropriate  agency  to  develop  and  coordinate  such  demonstrations  and 
models  and  to  administer  expenditure  of  funds  available  for  these  purposes. 
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Reimbursement  determined  prospectively  instead  of  retroactively 
would  make  it  profitable  for  hospitals  and  other  institutions  to  work 
toward  efficiency  and  economy,  since  they  would  retain  money  saved 
below  the  reimbursement  level  agreed  upon.  Similarly  they,  rather 
than  the  purchasers,  would  be  more  likely  to  be  penalized  for  extra 
charges  resulting  from  inflated  costs,  duplications,  and  the  other  effects 
of  inefficiency  and  bad  planning. 

Prospective  reimbursement  would  also  build  in  encouragement  of 
experimentation  and  innovation,  since  managers  of  institutions  would 
find  that  skill,  ingenuity,  knowledge  and  the  willingness  to  entertain 
and  try  new  ideas  would  pay  off  in  greater  economies. 

There  is  one  major  caveat:  prospective  reimbursement  might  pro- 
vide some  incentive  to  limit  quality  or  amount  of  service  in  order  to  cut 
costs;  this  risk  should  be  controlled  by  the  terms  of  the  contract,  by 
structuring  rewards  for  greater  efficiencies  and  benefits,  by  utilization 
review  and  through  upgrading  further  the  process  of  accreditation. 

Prospective  budgets  could  be  approached  in  any  of  several  ways — for 
example,  through  budgetary  or  review  committees.  Where  such  com- 
mittees are  used,  they  should  have  representation  from  the  public, 
third-party  payers,  and  the  institutions  providing  service.  Prospective 
rates  might  also  be  based  on  past  costs  with  provision  for  future  in- 
creases limited  to  parallel  increases  in  relevant  cost  indices,  as  is  com- 
monly done  in  industry,  whose  methods  are  not  always  applicable  to 
the  health  services  but  not  by  any  means  always  inappropriate.  Work 
standards  offer  another  set  of  guideposts  for  prospective  rates,  which 
could  also  be  worked  out,  in  the  absence  of  other  navigational  aids,  by 
individual  negotiations  with  institutions  in  defined  classifications  of 
size,  location,  and  type  of  service. 

Reimbursement  to  providers  of  service  under  Medicare  and 
Medicaid  should  be  on  a  prospective  instead  of  a  retrospective 
basis.3 

The  payment  of  "reasonable''  fees  to  physicians  and  suppliers, 
without  effective  limitation,  was  seen  by  some  as  an  invitation 
to  the  escalation  of  charges,  and  the  invitation  has  been  accepted. 
Because  not  all  can  be  expected  to  establish  boundaries  to  a  sys- 
tem so  rich  in  rewards  and  so  lean  in  penalties,  some  limitations 
must  be  imposed;  to  be  reasonable  and  fair,  as  well  as  governable, 
reimbursement  must  tie  its  recognition  of  increases  in  fees  to  some 
accepted  index.  The  Task  Force  endorses  the  Medicaid  regulation 

3H.R.  17550  passed  by  the  House  of  Representatives  on  May  21,  1970,  and 
now  pending  in  the  Senate. 
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under  which  the  limit  on  payment  of  full  charges  generally  is  set  at 
the  75th  percentile  of  the  average  of  customary  charges  for  a  given 
service  in  an  area  and  may  move  upward  only  in  proportion  to  increases 
in  a  pertinent  index  reflecting  health-care  costs  and  the  cost  of  living. 

Fees  and  charges  under  the  Medicare  program  also  should 
not  be  recognized  for  benefit  purposes  when  in  excess  of  the 
75th  percentile  of  prevailing  fees;  and  this  limit  should  not 
be  permitted  to  rise  except  in  keeping  with  an  index  made  up 
of  pertinent  wage  and  price  increases.4 

Only  physicians  willing  to  accept  assignment  of  part  B  Medi- 
care benefits,  thereby  limiting  their  total  charge  to  the  allow- 
able "customary  and  prevailing"  charge  as  determined  by  the 
carrier,  should  be  recognized  as  "participating  physicians" 
in  the  Medicare  program.  A  Medicare  enrollee  who  goes  to 
a  nonparticipating  doctor  and  seeks  indemnification  directly 
from  the  program  should  be  reimbursed  on  the  basis  of  a 
lower  percentage  of  allowable  charge  (than  the  80  percent 
in  present  law)  or  perhaps  on  a  conservative  fee  schedule. 

In  order  to  continue  to  have  his  customary  charges  recognized  by 
Medicare  and  to  have  the  advantage  of  a  "prevailing"  limit  that  moves 
in  line  with  increasing  prices  and  wages,  a  physician  should  be  expected 
to  agree  to  "participate"  by  taking  assignments  in  all  cases.  Aged 
beneficiaries  are  subjected  to  confusion  and  unnecessary  inconvenience 
by  physicians  who  refuse  to  accept  assignments.  Approximately  three 
out  of  every  five  claims  (excluding  charges  of  hospital -based  physi- 
cians) are  now  taken  on  assignment.  Since  most  aged  beneficiaries  live 
on  reduced  retirement  incomes  and  since  the  Medicare  program  assures 
physicians  the  payment  of  reasonable  fees,  we  would  expect  this  ratio 
to  be  higher.  In  fact,  in  some  States  it  is  much  higher ;  while  in  some 
a  lower  assignment  rate  reflects  continuing  organized  philosophic 
opposition  to  assignments.  Of  course,  there  are  some  physicians  who  by 
the  nature  of  their  practice  and  their  patients'  circumstances  have 
understandable  reasons  for  not  agreeing  to  a  charge  which,  in  their 
ease,  is  less  than  customary. 

Ideally,  the  inducement  to  be  a  participating  physican  should  operate 
on  the  doctor,  not  the  patient.  We  have  not  been  able  to  develop  a 
proposa  1  wit  li  such  an  inducement  other  than  a  difference  in  allowable 
reimbursement  for  a  beneficiary  to  select  the  services  of  a  participating 
over  a  nonparticipating  physician. 

4  II  R.  L7550  passed  by  the  House  of  Representatives  on  May  21,  1970,  and  now 
pending  in  the  Senate. 
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There  is  a  sound  rationale  for  a  lowered  indemnity  to  the  beneficiary 
who  chooses  nonparticipating  services.  From  the  point  of  view  of 
effective  administration,  proper  claims  decisions  and  cost,  there  is  a 
program  advantage  in  dealing  with  cooperating  physicians  who  are 
committed  to  assignment  billing  and  routinely  furnish  all  the  infor- 
mation necessary  to  collect  payment,  as  compared  to  having  to  handle 
claims  relating  to  services  of  physicians  who  are  not  cooperating  in 
the  same  way,  whose  charge  profiles  may  be  less  adequate  and  who  do 
not  respond  to  requests  for  additional  information  with  the  same 
promptness  and  completeness. 

In  the  event  a  patient  goes  to  a  physician  with  higher-than-prevailing 
charges  or  who  for  other  reasons  does  not  "participate,"  he  could  know 
in  advance  that  the  physician  has  not  agreed  to  take  assignments. 

Medicaid  Benefit  Structures 

Section  1902  (  a)  of  title  XIX  requires  that  a  program  set  up  by  a  State 
must  be  in  effect  in  all  areas  of  the  State.  Section  1902(a)  (10)  requires 
that  all  services  made  available  to  one  category  of  cash  assistance  re- 
cipients must  also  be  available  to  all  other  categories. 

These  provisions  are  designed  to  make  the  benefits  of  title  XIX  uni- 
formly and  equitably  accessible  throughout  the  State.  However,  in 
practice,  they  have  also  served  to  prevent  needy  people  from  getting 
extra  benefits  they  might  have  had  because,  for  one  reason  or  another, 
these  benefits  could  not  be  available  to  all  parts  of  the  State  at  the  same 
time,  or  to  all  groups. 

Specifically,  section  1902(a)  (1)  has  made  it  difficult  for  States  to  fully 
utilize  good,  comprehensive  delivery  systems  that  were  not  available 
everywhere  in  the  State;  and  section  1902(a)  (10)  has  prevented  States 
from  delivering  such  desirable  benefits  as  dental  care  to  children 
because  it  would  have  been  too  costly  to  provide  it  also  for  all  adults. 

It  was  never  the  intention  of  the  Congress  when  it  passed  title  XIX 
to  limit  unnecessarily  and  artificially  the  benefits  that  children,  in 
particular,  would  get,  nor  to  prevent  States  from  testing  innovative 
delivery  systems,  or  from  using  systems  of  health  care  with  varying 
benefit  packages,  merely  because  they  would  not  be  made  immediately 
available  to  all  groups  throughout  the  State. 

Title  XIX  should  be  amended  to  permit  varying  benefits  for 
different  population  groups,  or  for  different  areas  in  a  State, 
if  it  is  not  feasible  or  possible  to  apply  them  uniformly 
everywhere. 
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Medicaid  Dental  Services 

Of  the  fifty-two  States  and  territories  which  had  initiated  a  title  XIX 
program  as  of  January  1,  1970,  forty  have  included  some  dental  care 
to  the  categorically  needy.  Twenty-three  jurisdictions  have  extended 
dental  coverage  to  the  medically  needy  as  well.  Several  additional 
States  are  considering  adding  dental  coverage  in  the  very  near  future. 

Under  current  legislation,  dental  services  under  State  Medicaid  pro- 
grams may  be  covered  on  an  optional  basis.  Nothing  in  the  statute  or 
regulations,  however,  provides  the  responsible  State  agency  with  any 
guidance  concerning  the  content  or  range  of  dental  coverage.  Further- 
more, the  law  specifically  stipulates  in  the  comparability  requirement 
under  section  1902(a)  (10)  of  the  Social  Security  Act  that  coverable 
services  be  made  available  to  all  eligible  persons. 

Because  of  this  restriction,  any  State  considering  or  currently  paying 
for  dental  services  must,  at  a  minimum,  provide  equal  coverage  to  all 
eligible  individuals  under  the  age  of  21. 

Since :  (a)  dental  disease  is  very  nearly  universal, 

(b)  costs  of  dental-care  services  are  high  on  a  per-capita  basis, 

(c)  funds  and  other  resources  for  these  services  in  many  States 
are  extremely  limited, 

It  is  recommended  that  the  legislation  be  changed  to  enable 
any  State  to  request  an  exception  from  this  requirement  in 
order  to  permit  the  provision  of  dental  treatment  to  children 
5-12  years  of  age  as  a  first  priority.  This  exception  would 
apply  to  dental  services  only. 

An  essentially  similar  proposal  was  incorporated  on  a  reduced  scale 
as  section  510  of  title  V  of  the  Social  Security  Amendments  of  1967 
(P.L.  90-248)  but  was  never  funded.  If  such  a  legislative  change  were 
implemented,  it  would  enable  a  State  to  concentrate  available  dental 
and  financial  resources  on  children.  As  additional  resources  and  in- 
formation concerning  costs,  utilization,  etc.,  become  available,  this 
covered  population  group  should  be  expanded  on  a  rational  and 
orderly  basis  by  age  groups.  This  progression  should  be  made  incre- 
mentally to  cover  children  in  ages  4,  3,  to  birth,  in  that  sequence.  As 
further  expansion  of  coverage  can  be  supported,  children  should  be 
added  incrementally  in  the  upper  age  brackets,  i.e.,  ages  13, 14, 15,  and 
so  forth.  Individual  States  could,  of  course,  choose  to  continue  to 
provide  dental  services  to  a  broader  segment  of  the  eligible  popula- 
tion when  sufficient  resources  are  available. 
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In  addition  to  the  change  in  eligibility  pertaining  to  dental-care  serv- 
ices, a  minimum  range  of  basic  dental-care  services  should  be  de- 
fined by  the  Secretary  of  HEW  and  required  for  each  State  pro- 
gram providing  any  dental-care  services. 

One  additional  factor  closely  related  to  this  recommendation,  which 
should  be  noted,  concerns  fluoridation.  The  adjustment  of  the  fluoride 
content  of  public-water  supplies  to  an  optimal  level  should  be  en- 
couraged by  the  appropriate  agencies  within  the  Department  of 
Health,  Education,  and  Welfare  as  well  as  by  responsible  State  agen- 
cies as  a  safe  and  effective  method  to  reduce  the  incidence  of  dental 
caries.  Since  it  has  been  determined  by  numerous  scientifically-vali- 
dated studies  that  fluoridation  can  reduce  dental  caries  by  as  much  as 
65  percent,  the  implementation  of  this  public-health  measure  in  all 
community  water  systems  could,  over  a  period  of  time,  reduce  the  costs 
of  dental  treatment  by  a  commensurate  amount.  For  this  reason  alone, 
every  effort  should  be  made  to  support  fluoridation  programs  wherever 
possible. 

Medicaid  Utilization  and  Cost  Controls 

There  must  be  a  closer  relationship  among  claims  review,  cost  control, 
cost  effectiveness,  program  planning  and  professional  input  (including 
peer-review  groups  in  institutions  or  communities  formed  under  title 
XVIII).  Federal  policy  is  weak  in  this  regard,  and  to  the  best  of  our 
knowledge  no  State  has  yet  established  an  effective  system  of  reviewing 
and  controlling  utilization  from  the  standpoint  of  appropriateness, 
quality  or  timeliness  of  services.  There  are  small  pockets  within  States 
where  some  meaningful  program  analysis  of  this  kind  has  taken  place. 
It  is  currently  very  difficult  for  the  Federal  Government  to  obtain 
timely  and  accurate  information  about  utilization  of  services  in  States 
because  of  the  multiplicity  of  claims  forms  used,  the  variety  of  types 
of  information  obtained,  and  the  variations  in  definition  of  terms. 

Without  minimum  Federal  requirements  mandatory  on  all  States  uni- 
formly (i.e.,  through  specification  in  policy  regulations),  States  will 
probably  retain  their  own  policies  and  procedures,  which  can  vary 
widely. 

A  strong,  specific  and  comprehensive  Federal  policy  should 
be  developed  which  will  require  the  States  to  establish  Medic- 
aid program-effectiveness  systems  designed  to  control  over- 
and  under-utilization  of  health  services  under  the  program; 
assure  that  payments  made  are  in  accord  with  the  appropri- 
ateness and  timeliness  of  care  received  by  persons  eligible 
under  the  program;  encourage  efficient  and  economical 
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health-care  program  planning,  evaluation  and  administra- 
tion; aid  in  determining  that  sufficient  resources  are  available 
and  accessible  to  provide  adequate  services  to  recipients,  and 
provide  data  to  meet  Federal  requirements. 

Essential  provisions  of  such  a  policy  should  specify  : 

(a)  National  uniform  minimum  information  with  respect  to  persons 
eligible  for  services,  vendors  of  service,  utilization  and  payments ; 

(b)  National  minimum  requirements  for  claims  review,  fiscal  control, 
utilization  control  and  other  review  and  evaluation,  including 
determination  of  patient  and  vendor  eligibility;  how  costs  and 
charges  relate  to  ranges  established  by  agency  policy : 

(c)  Profiles  at  the  State  level  of  vendors  and  recipients  of  service,  and 
criteria  against  which  to  screen  claims  to  identify  patterns  which 
appear  to  deviate  from  desirable  and/or  usual  behavior; 

(d)  Responsibilities  of  State  agencies,  fiscal  agents,  and  professional 
groups,  and  the  relationship  of  the  systems  to  other  existing  and 
planned  information  and  effectiveness  systems ; 

(e)  Provisions  for  partnership  between  the  public  and  private  sectors 
in  the  development  and  application  of  standards,  recognizing  that 
professional  peer-review  groups  must  be  used,  to  the  extent 
possible  and  consistent  with  public  accountability,  to  assure  con- 
tinuing quality  performance  of  their  members ; 

(f)  The  actions  and  sanctions  that  should  be  taken  when  apparent 
deviant  provider  and/or  recipient  behavior  is  identified,  includ- 
ing: referral  to  professional  peer- review  groups  for  review  and 
action ;  actions  which  must  he  taken  by  the  State  agency  when 
professional  peer-review  groups  fail  to  act  within  a  reasonable 
period  of  time,  or  in  instances  of  continuing  program  abuse ;  and 
steps  which  must  be  taken  by  HEW  when  patterns  of  State-agency 
performance  indicate  a  failure  to  take  appropriate  action;  and 

(g)  Short-term  and  long-range  target  dates  for  systems  implementa- 
tion and  detailed  plans  for  phasing  in  increasingly  sensitive 
screening  and  evaluative  activities.  Each  State  should  be  required 
to  establish  a  timetable  for  meeting  the  minimum  requirements. 

Model  program-effectiveness  systems  should  be  developed 
nationally.  All  costs  for  their  design  and  development  should 
be  borne  Federally,  including  the  costs  of  technical  assist- 
ance and  consultation  requirements  during  the  developmental 
stage.  Reimbursement  should  be  made  to  the  States  of  up  to 
90  percent  of  the  costs  of  installation  of  a  minimum  model 
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system,  as  proposed  in  section  10  of  the  Health  Cost  Effec- 
tiveness Amendments. 

The  development  of  good  systems  for  claims  surveillance  and  fiscal 
and  utilization  control  should  save  enough  to  provide  a  substantial 
return  on  the  Federal  investment.  Because  of  the  high  developmental 
and  technical  assistance  costs,  however,  every  attempt  should  be  made 
to  work  toward  compatible  management-information  systems  for 
Medicare  and  for  other  Federal  programs,  such  as  the  Civilian  Health 
and  Medical  Program  of  the  Uniformed  Services. 

HEW  should  design  and  develop  model  systems  for  use 
with  single  States  or  regions,  and  to  promote  consistent  and 
compatible  nationwide  approaches. 

Accounting  Procedures 

Because  many  kinds  of  bookkeeping  and  accounting  procedures  are 
used  by  physicians,  it  has  been  difficult  to  process  meaningful  and 
systematic  information  about  costs  and  services.  New  techniques, 
including  the  use  of  computers  where  appropriate,  can  be  developed  to 
assist  the  physician  and  to  provide  a  sound  data  base  for  future 
planning. 

Some  hospitals  are  moving  toward  more  standardized  accounting 
practices;  many  more  health-care  institutions  could  benefit  from 
changes  in  this  direction.  Proper  reimbursement  for  professional  serv- 
ices and  hospital  costs  would  be  facilitated  significantly  as  these 
approaches  are  developed  further. 

HEW  should  sponsor  and  support  development,  testing  and 
demonstration  of  innovative  information  systems,  including 
billing  and  accounting,  to  gain  efficiency  in  evaluating  and 
making  proper  reimbursements  and  uniformity  for  planning. 

Professional  Review 

A  major  difficulty  to  working  out  any  Medicaid  program-effectiveness 
system  is  the  absence  of  a  definition  of  professional  review.  Before 
adequate  control  and  surveillance  mechanisms  for  HEW-supported 
health  programs  are  possible,  basic  definitions  of  professional  review — 
and  the  functions  and  responsibilities  of  review  groups — are  needed. 

A  professional-review  group  is,  generally,  comprised  of  qualified 
health-care  professional  people  who  gather  to  evaluate  the  delivery  of 
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health  care,  whether  in  individual  cases,  groups  or  institutions,  and  to 
determine  its  adequacy  or  appropriateness.  Only  physicians  and 
dentists  are  qualified  to  judge  the  professional  competence  with  which 
individual  cases  of  medicine  or  dentistry  were  performed;  but  other 
professional  workers,  including  administrators  and  health  planners, 
may  be  qualified  to  review  patterns  of  services  and  organization  in  a 
medical  program. 

Professional-review  groups  should  render  professional  judgments 
about  how  well  and  thoroughly  health-care  services  are  doing  the  jobs 
they  are  supposed  to  be  doing,  within  the  programs  of  which  they  are 
parts.  Professional  review  should  not  cover  decisions  that  are  basically 
administrative — such  as  deciding  what  specific  services  should  be 
covered  by  programs  or  determining  whether  charges  are  excessive  or 
or  not.  They  should  help  determine  the  medical  necessity  for  such 
services. 

Functions  appropriate  to  professional-review  bodies  include : 

1.  "Utilization  review"  in  hospitals  and  extended-care  facilities,  as 
required  by  titles  XVIII  and  XIX. 

2.  Professional  decisionmaking  about  the  appropriateness,  quality  or 
necessity  of  services  provided. 

3.  Review  of  data  on  local,  area  wide  or  program- wide  services  in 
order  to  make  professional  decisions  about  the  appropriateness, 
quality  or  necessity  of  those  services. 

Professional  review,  as  here  defined,  is  a  special  form  of  "utilization 
review."  Conceptually,  utilization  review  involves  the  total  surveil- 
lance and  monitoring  of  the  use  of  services  provided  in  Medicaid  and 
other  programs.  Because  it  need  not  be  limited  to  review  by  qualified 
professionals,  it  may  also  include  other  factors  such  as  claims  review, 
coverage  and  costs.  However,  the  provider  utilization-review  functions 
specified  in  Medicare  and  Medicaid  regulations  are  really  professional 
review  and  should  not  include  claims  or  coverage  decisions. 

Under  the  proposed  Medicaid  program-effectiveness  system,  profes- 
sional-review mechanisms  would  be  used  in  numerous  ways  in  State 
programs : 

1.  Hospital  and  skilled  nursing  home  review  committees  (including 
medical  society  area  wide  committees)  would  review  inpatient 
services. 

2.  Local  professional  society  professional-review  groups  would  review 
outpatient  services  by  practitioners. 

3.  Areawide  or  program-wide  committees  would  review  services  pro- 
vided in  Medicaid  and  related  programs  to  make  professional  judg- 
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ments  about  patterns  and  quality  of  care,  and  commitment  of 
resources. 

Utilization  review,  including  professional-review  programs 
presently  required  under  Medicare,  Medicaid  or  related  pro- 
grams, should  be  given  thorough  study  to  evaluate  effective- 
ness, Innovations  in  professional  review,  such  as  those  of 
the  San  Joaquin  Foundation  and  the  California  Dental  Serv- 
ice, should  be  encouraged.  Additional  innovative  techniques 
should  be  actively  promoted,  and  thorough  evaluations  of 
them  made, 

A  standard  definition  of  professional  review  should  be 
adopted  for  all  medical  programs,  and  review  requirements 
should  be  made  uniform  for  comparable  services  covered  by 
all  Federal  programs.  Information  systems  and  claims-review 
processes  developed  for  Medicare,  Medicaid  and  related  pro- 
grams should  be  designed  to  also  serve  professional-review 
mechanisms.  Overall  responsibility  for  defining  policy,  setting 
standards  and  coordinating  professional-review  activities 
among  HEW  health  programs  should  be  lodged  with  the 
Assistant  Secretary  for  Health  and  Scientific  Affairs, 

Quality  of  Care 

The  Medicaid  legislation  contains  numerous  provisions  intended  to 
assure  quality  care  for  the  needy  and  medically  needy.  Quality,  how- 
ever, is  strongly  influenced  by  the  scope  of  services  provided — i.e.,  the 
appropriate  mix  of  services,  the  availability  of  these  services  and 
standards  for  providers  of  service. 

In  reviewing  the  policies  on  standards  and  their  application,  key 
factors  noted  were  confusion,  duplication  of  effort  and  inadequacy 
of  surveillance  of  quality  of  care  that  have  resulted  from  lack  of  co- 
ordination among  Federal  and  State  health  programs.  Some  of  this 
confusion  arises  from  differing  legislative  requirements  under  various 
programs. 

The  function  of  Federal  standards  should  be  to  establish  consistent 
minimum  requirements  which  States  should  be  encouraged  to  exceed, 
according  to  their  ability  and  resources  to  do  so. 

The  Medicaid  program  must  be  more  concerned  than  it  has  been  with 
the  quality  of  care  which  is  purchased  under  the  program.  Establish- 
ment and  implementation  of  reasonable  standards  of  care  is  one  means 
of  accomplishing  this.  In  providing  standards,  the  Federal  Govern- 
ment and  the  States  must  establish  more  effective  mechanisms  for 
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communication  and  coordination  of  decisions  on  what  goals  they  want 
to  achieve,  how  best  to  implement  standards,  and  their  effect  upon 
the  resources  of  the  health-care  system.  The  Department  should  be 
closely  concerned  with  coordination  of  those  aspects  of  Medicaid  and 
Medicare  dealing  with  quality  of  care. 

A  legislative  amendment  is  needed  requiring  uniform  provi- 
sions and  unified  State  standard-setting,  certification,  and 
consultation  functions  with  respect  to  providers  of  service 
under  both  Medicaid  and  Medicare.  (To  the  extent  possible, 
also,  consistent  with  desired  State  flexibility  to  exceed  Fed- 
eral minimum  standards,  State-controlled  licensure  of  health 
facilities  and  agencies  should  be  integrated  with  those  related 
functions.)  The  State  agency  with  primary  responsibility  for 
health  functions  in  the  State  should  be  responsible  for  all 
standards  functions.  Incentives,  guidance  and  assistance 
should  be  provided  to  the  States  in  bringing  this  about.5 

Minimum  requirements  of  training,  experience  and  education 
for  State  surveyors  for  Medicaid  and  Medicare  and  their 
immediate  supervisors  should  be  developed  by  HEW.  The 
Department  should  also  be  empowered  to  develop  equivalency 
criteria  to  be  used  as  a  measure  in  determining  whether  indi- 
viduals meet  the  minimum  requirements  for  surveyors. 

Medical  Review 

Title  XIX  requires  periodic  inspections  of  all  skilled  nursing  homes 
and  mental  hospitals  within  the  State  by  at  least  one  medical-review 
team  of  (a)  the  care  provided  in  such  homes  and  hospitals  to  re- 
cipients under  the  plan;  (b)  the  adequacy  of  services  available  in 
particular  nursing  homes  (or  mental  hospitals)  to  meet  the  current 
health  needs  and  promote  the  maximum  well-being  of  the  patients, 
with  respect  to  all  patients  receiving  such  care;  (c)  the  necessity 
and  desirability  of  their  continued  placement  in  such  facilities;  and 
(d)  the  feasibility  of  meeting  their  health-care  needs  through  alterna- 
tive institutional  or  noninstitutional  services. 

Implementing  policy  requires  that  the  medical-review  team  inspec- 
tions include  some  personal  contact  with,  and  observation  of,  each 
patient  receiving  assistance  in  skilled  nursing  homes.  Because  of  the 
many  thousands  of  patients  affected  by  this  requirement,  the  con- 
scientious implementation  of  the  law  would  require  States  to  make 
significant  expenditures  and  use  scarce  personnel. 

r'  H.R.  17750  passed  by  the  House  of  Representatives  on  May  21,  1970,  and  now 
pending  in  the  Senate. 


46 


The  value  gained  in  carrying  out  the  present  policy  of  medical  review 
in  comparison  with  the  expenditure  of  necessary  resources  can  be 
seriously  questioned.  Because  the  intent  of  the  requirement  is  com- 
mendable, the  solution  to  the  above  problem  is  to  permit  States  greater 
flexibility  in  methods  to  meet  successfully  the  intent  of  the  law  by 
coordinating  medical  reviews  with  the  requirement  for  utilization 
review  and  certification  activities. 

The  policy  requiring  periodic  medical  review  and  medical 
inspection  in  skilled  nursing  homes  and  mental  hospitals 
should  be  amended  to  allow  States  more  flexibility  in  meeting 
the  statutory  objective.  At  the  same  time  efforts  should  be 
extended  to  prevent  duplication  of  medical-review  activities 
with  those  of  utilization  review  and  facility  certification  for 
program  participation  and  with  expanded  visitation  efforts 
by  State  and  county  welfare  agencies. 

Chiropractic  and  Naturopathic  Services 

Under  title  XIX  States  have  the  option  of  including  in  their  Medic- 
aid programs  services  of  any  health  practitioners  licensed  by  the 
States ;  this  includes  services  of  chiropractors  and  naturopaths.  Fifteen 
State  Medicaid  programs  now  cover  chiropractic  services.  Naturop- 
athy licenses  can  be  obtained  in  at  least  five  States  and  the  District 
of  (Columbia ;  chiropractic  licenses  can  be  obtained  in  all  States  except 
Louisiana  and  Mississippi. 

A  1968  HEW  report  to  Congress,  "Independent  Practitioners  Under 
Medicare,"  found  that  the  scope  of  practice  of  chiropractors  is  very 
broad,  including  infections,  heart  conditions  and  malignancies,  along 
with  the  musculo -skeletal  conditions  for  which  they  are  better  known. 
The  report  recommended : 

"Chiropractic  theory  and  practice  are  not  based  upon  the 
body  of  basic  knowledge  related  to  health,  disease,  and 
health  care  that  has  been  widely  accepted  by  the  scientific 
community.  Moreover,  irrespective  of  its  theory,  the  scope  and 
quality  of  chiropractic  education  do  not  prepare  the  practi- 
tioner to  make  an  adequate  diagnosis  and  provide  appropri- 
ate treatment.  Therefore,  it  is  recommended  that  chiropractic 
services  not  be  covered  in  the  Medicare  program." 

The  findings  and  recommendations  regarding  naturopathy  are 
precisely  the  same. 
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In  view  of  the  findings  of  the  1968  study,  the  Task  Force  concludes 
that  payment  for  such  services  is  not  an  effective  use  of  Federal 
Medicaid  funds. 

A  legislative  amendment  should  be  enacted  denying  Federal 
financial  participation  in  Medicaid  payments  to  chiropractors 
and  naturopaths. 

Licensure 

State  licensure  laws  now  typically  put  great  powers  in  autonomous 
licensing  boards  made  up  almost  entirely  of  members  of  the  profes- 
sions being  licensed.  The  potential  for  acting  other  than  in  the  public 
interest  is  obvious.  Licensure  laws  change  slowly  and  often  create 
artificial  barriers  to  interstate  mobility,  set  unreasonable  qualifications 
for  individuals  seeking  licenses,  and  restrict  innovation  and  flexibility 
in  the  use  of  health-care  personnel  by  health-care  institutions.  Anti- 
quated licensure  laws  contribute  to  manpower  shortages  and  rising 
costs.  Licensing  laws  need  to  be  rewritten  in  a  fashion  that  ensures 
public  protection  from  incompetent  and  unethical  practitioners  with- 
out inhibiting  desirable  change  in  the  health-care  system. 

HEW  should  undertake  a  major,  intensive  study  of  State 
health  personnel  licensing  laws  and  their  influence  on  the 
utilization  of  manpower  and  make  recommendations  to  the 
States  for  changes  and  revisions  of  licensure  laws. 

Comments  on  the  Health  Cost  Effectiveness  Amendments 

The  Task  Force  devoted  considerable  time  to  discussion  of  the  Ad- 
ministration's proposed  "Health  Cost  Effectiveness  Amendments," 
which  reflected  several  earlier  Task  Force  interim  recommendations. 
This  discussion  was  based  on  a  consideration  of  the  comments  on  the 
amendments  submitted  by  a  number  of  organizations  to  the  Com- 
mittee on  Ways  and  Means  during  that  Committee's  public  hearings, 
as  well  as  the  evaluations  of  the  Task  Force's  own  experienced  mem- 
bership. As  a  result,  a  number  of  important  proposed  modifications  to 
certain  provisions  of  the  amendments  were  worked  out,  with  the 
assistance  of  Department  staff,  that  we  believe  substantially  improved 
the  proposals. 

The  Task  Force  endorses  a  legislative  initiative  incorporating  modifica- 
tions along  the  lines  recommended.  The  following  summary  of  our 
deliberations  refers  to  the  proposals  as  originally  made.  The  sub- 
stance of  most  of  these  recommendations  was  incorporated  in  subse- 
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quent  redrafting  leading  to  passage  of  H.R.  17550  by  the  House 
of  Representatives. 

1.  Limitation  on  Federal  Financial  Participation  for  Capital 
Expenditures  not  in  Conformity  with  State  Agency  Plan. 

The  Task  Force  endorses  the  general  policy  that  reimbursement  under 
titles  V,  XVIII,  and  XIX  for  depreciation,  interest  on  funds  bor- 
rowed for  a  capital  expenditure,  a  return  on  equity  capital  and  other 
expenses  related  to  capital  expenditures  for  plant  and  equipment 
should  be  related  to  community,  areawide  and  State  comprehensive 
health-planning  activities. 

However,  there  are,  in  the  Task  Force's  view,  several  reasons  for  not 
adopting  a  standardized  approach  to  the  Secretary's  authority  to 
withhold  payment  in  every  State.  He  should  not  be  limited  to  consider- 
ing only  the  action  of  the  Comprehensive  Health  Planning  Agency 
as  the  single  agency  of  choice  to  disapprove  a  proposed  capital  ex- 
penditure. The  absence  of  fully  operational  Comprehensive  Health 
Planning  Agencies  in  some  States,  the  relative  immaturity  of  many 
of  the  agencies  that  do  exist,  the  delicate  and  still-emerging  relation- 
ships between  the  various  planning  agencies  within  many  areas  lead 
us  to  believe  that  the  proposed  approach  must  involve  discretionary 
elements  for  both  State  and  Federal  Government  and  allow  for  appeals 
to  and  final  disposition  by  the  Secretary. 

Therefore,  the  Task  Force  recommends: 

(a)  that  the  provision  include  a  general  declaration  of  intent 
that  reimbursement  under  titles  V,  XVIII,  and  XIX  for 
expenses  connected  with  capital  expenditures  for  plant 
and  equipment  be  related,  to  the  extent  possible,  to  health 
services  and  facilities-planning  activities  in  the  States  (a 
declaration  of  intent  not  in  early  drafts); 

(b)  to  carry  out  this  intent,  that  the  Secretary  should  (1) 
make  further  efforts  to  strengthen  the  planning  agencies 
described  in  sections  314(a)  and  (b)  of  the  Public  Health 
Service  Act,  and  (2)  have  discretion  to  select  in  each 
jurisdiction  the  314(a)  agency  or,  after  consultation  with 
appropriate  State  officials,  the  particular  planning  agency 
(or  agencies)  in  the  State  or  in  a  given  area  that  he  deter- 
mines to  be  qualified  to  make  recommendations  with  re- 
spect to  proposed  capital  expenditures  (including  the 
possibility  of  using  a  Hill-Burton  agency);  provided, 
however,  that  the  Secretary  should  select  only  an  agency 
that  has  either  (1)  a  governing  board  a  majority  of  whose 
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membership  consists  of  representatives  of  consumers  of 
health  services  and  others  with  similar  public  interests, 
or  (2)  an  Advisory  Council  a  majority  of  whose  member- 
ship consists  of  representatives  of  consumers  of  health 
services; 

(c)  that  the  Secretary  be  authorized  to  enter  into  an  agree- 
ment with  the  State  for  the  purpose  of  designating  the 
agency  (or  agencies)  whose  recommendations  to  with- 
hold reimbursement  for  expenses  related  to  capital  ex- 
penditures will  be  considered  by  the  Secretary,  and  of 
defining  the  relationship  of  this  agency  to  other  plan- 
ning agencies  in  the  State  with  respect  to  such  recom- 
mendations; 6 

(d)  that  provision  be  made  for  a  provider  to  formally  request 
reconsideration  of  the  Secretary's  decision  to  withhold 
reimbursement ;  and 

(e)  that  the  effectiveness  of  this  arrangement  for  relating 
reimbursement  to  planning  be  examined  periodically  by 
the  Secretary  (at  intervals  of  no  less  than  2  years)  with 
a  view  to  determining  whether  an  alternative  approach 
should  be  adopted.  The  Secretary  should  be  required  to 
submit  reports  of  his  review  and  any  recommendations 
for  legislative  changes  arising  from  this  review  to  the 
Congress. 

2.  Institutional  Planning  |  The  title  should  be  changed  from  Corporate 
Planning  in  the  early  draft  bill ) . 

The  Task  Force  endorses  the  objective  of  the  provision  but 
recommends : 

(a)  that  the  "operating  budget"  be  redesigned  as  a  "program 
plan"  and  that  it  be  broadened  in  concept  to  include  pro- 
gram objectives,  services  to  be  provided,  and  anticipated 
income  and  expenses — i.e.,  serve  as  an  institutional  plan- 
ning document;  and 

(b)  that  the  "capital  expenditures  plan"  and  the  "program 
plan"  be  prepared  to  cover  the  same  period  of  time. 


■  Would  happen  rarely  and  as  a  transitional  mechanism 
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3.  Experiments  and  Demonstration  Projects. 

The  Task  Force  endorses  the  general  features  of  this  pro- 
vision. 

4.  Authority  to  Discontinue  Payments. 

The  Task  Force  endorses  the  objective  of  this  provision  but 
recommends  the  following  modifications  with  respect  to  the 
selection,  composition  and  operation  of  "medical-review 
teams": 

(a)  that  the  name  "medical-review  team"  be  changed  to  one 
more  appropriately  reflecting  its  revised  composition; 
e.g.,  program-review  teams; 

(b)  that  the  Secretary  be  required  to  consult  with  groups  rep- 
resenting consumers  of  health  services,  as  well  as  profes- 
sional organizations,  carriers  and  intermediaries,  in  the 
process  of  identifying  individuals  for  appointment  to 
such  teams; 

(c)  that  the  membership  of  each  team  be  expanded  to  include 
public  representatives,  including  representatives  of  such 
consumer  groups;  and 

(d)  that  the  full  membership  of  the  team  participate  in  cases 
involving  issues  of  excessive  costs  or  charges  and  in  the 
review  of  statistical  data  on  utilization;  but  that  with 
respect  to  clinical  issues,  only  the  professional  members 
participate  in  the  decision. 

5.  Payment  of  Charges  and  Recoupment  of  Overpayments. 
The  Task  Force  endorses  these  provisions. 

6.  Review  of  Admissions  by  Utilization  Review  Committee. 

The  Task  Force  recognizes  that  determinations  of  the  medical  necessity 
for  hospital  and  extended-care  facility  (ECF)  admission  by  a  utiliza- 
tion review  committee  is  a  desirable  and  necessary  activity,  but  believes 
that  the  principal  financial  impact  of  this  provision,  as  presently 
drafted,  falls  upon  the  beneficiary  who,  because  he  acted  in  accordance 
with  his  physician's  advice,  may  well  be  without  fault. 
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Therefore,  the  Task  Force  recommends  that  the  provision  be 
modified  as  follows:  Provided  that  when,  in  the  course  of  a 
review  of  a  current  sample  of  admissions,  the  utilization 
review  committee  determines  that  further  inpatient  hospital 
or  ECF  services  are  not  required,  the  committee  shall  immedi- 
ately notify  the  institution,  the  individual  and  his  physician 
of  such  finding,  and  that  no  payment  may  be  made  for  any 
services  furnished  after  the  third  day  following  such  notifica- 
tion, (The  intent  is  to  make  the  provision  essentially  a  parallel 
of  the  long-stay  provision.)  The  Task  Force  also  recommends 
that  the  Secretary  examine  the  existing  sample  review  pro- 
cedures employed  by  hospitals  under  present  law  with  a  view 
to  determining  whether  additional  guidelines  are  required. 
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ISSUES  AND  RECOMMENDATIONS 


Management  of  Health  Activities 

Departmental  Structure  and  Leadership 

Somewhere  between  the  extremes  of  Adam  Smith's  "invisible  hand" 
and  a  monolithic  governmental  health-care  system  is  an  imposition  of 
logical  structure  by  Government  on  the  health  system.  The  structure 
may  be  defined  through  a  variety  of  methods  designed  to  impose 
boundaries  to  protect  the  public,  motivate  positive  action  to  respond 
to  gaps  and  changing  conditions,  and  generally  rationalize  the  behavior 
and  decisions  of  powerful  and  independent  providers  as  well  as  con- 
sumers of  care. 

The  Federal  Government's  role  in  health  has  increased  substantially 
in  recent  years.  The  Bureau  of  the  Budget  predicts  that  Federal 
expenditures  will  be  nearly  30  percent  of  all  health  expenditures  in 
fiscal  year  1970.  In  1971,  Federal  expenditures  for  health  will  exceed 
$20  billion,  compared  to  Federal  expenditures  of  $5.5  billion  in  1966, 
which  represented  only  13  percent  of  all  health  expenditures. 

The  Federal  role  in  health  is  thus  becoming  a  massive  one  and  the 
focal  point  of  issues,  as  well  as  expectations,  is  the  Department  of 
Health,  Education,  and  Welfare.  But  the  expansion  in  the  Federal 
role  is  still  so  recent  that  the  various  activities  have  not  yet  been 
effectively  coordinated  to  encourage  orderly,  as  well  as  rapid,  resolution 
of  major  policy  development  for  the  total  system.  Several  of  HEWs 
largest  health  programs  are  unrelated  organizationally  as  a  result  of 
major  differences  in  operating  bases,  legislative  intent  and  financing. 
Nevertheless,  they  are  functionally  interrelated  and  interdependent 
insofar  as  they  serve  overlapping  populations  and  in  many  cases  use 
private  health  services.  To  achieve  effective  planning  in  capital  invest- 
ment and  manpower  development,  to  use  purchasing  power  to  stimulate 
and  support  innovations  in  the  health-delivery  system,  and  to  avoid 
duplication  and  counter-productive  use  of  resources,  HEW  must  now 
undertake  further  steps  to  ensure  consistent  leadership  and  coordina- 
tion over  the  health  policy  of  all  Departmental  programs,  even 
though  they  operate  necessarily  in  different  constituent  agencies. 
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It  is  the  responsibility  of  the  Assistant  Secretary  for  Health  and 
Scientific  Affairs  (ASHSA)  to  ensure  proper  coordination  of  health 
policy  over  these  activities.  However,  ASHSA  has  not  yet  been 
adequately  staffed  to  plan  and  coordinate  the  use  of  total  health 
resources  in  order  to  achieve  those  Departmental  or  legislative  health 
objectives  which  have  been  enunciated.  Progress  toward  this  end  is 
being  made.  Nevertheless,  the  Task  Force  believes  that  deliberate 
efforts  must  continue  to  build  an  effective  health-policy-planning 
capability  overriding  all  related  programs  that  invest  in,  conduct 
research  in,  finance  and  provide  health  care.  To  achieve  coordination, 
there  must  be  greater  initiative  and  more  clearly  adequate  capacity 
on  the  part  of  ASHSA. 

The  Federal  leadership  role  in  the  field  of  health  must  be  rede- 
fined as  responsibility  for  developing,  financing,  influencing, 
evaluating,  and  regulating  an  efficient  and  responsive  health  sys- 
tem. This  clearly  suggests  a  sharp  focusing  on  the  health  system  as  a 
whole  rather  than  a  concern  with  selected  pieces  of  it. 

The  change  in  role  desired  represents  a  substantial  departure  from 
traditional  HEW  activities.  It  foresees  a  "governing"  role  concentrat- 
ing on  setting  goals  and  objectives,  establishing  policy,  fashioning  the 
incentives,  checks  and  balances,  firmly  protecting  the  public  interest, 
and  evaluating  results.  It  may  presage  less  extensive  Federal  opera- 
tion of  programs,  with  extensive  decentralization  of  operating 
responsibility.  Recent  examples  include  the  Health  Maintenance 
Organization  proposal  and  voucher  payment  under  consideration  in 
day  care  and  education.  In  these  cases,  goals,  policies  and  standards 
are  established  by  Government,  while  consumer-purchasing  power  is 
used  to  stimulate  the  responsiveness  of  institutions  providing  services. 
This  approach  is  recommended  because  it  offers  a  useful  framework 
for  setting  national  health  goals,  and  for  preserving  and  strengthening 
the  essential  health  aspects  of  our  pluralistic  system. 

To  carry  out  the  new  Federal  leadership  role  in  health, 
the  health  component  of  HEW  should  be  restructured  to 
strengthen  the  capability  and  line  authority  of  health  lead- 
ership. This  restructuring  should  have  the  following  features: 

a.  An  Under  Secretary  for  Health  and  Scientific  Affairs 
(HSA)  who  has  management  inclination  and  skills  and  a 
broad  knowledge  of  the  health  field,  not  necessarily  an 
M.D., 
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b.  A  deputy  who  is  a  career  civil  servant  with  extensive  back- 
ground in  health  administration  in  a  public  administration 
setting  (not  necessarily  Federal)  in  order  to  provide 
continuity, 

c.  Major  executive  agencies  headed  by  Assistant  Secretaries 
in:  Scientific  Affairs  (NIH),  Health  Services  Systems  and 
Resources  (HSMHA),  Consumer  Protection,  Environmen- 
tal Quality,  and  Management  and  Budget,  and 

d.  A  Health  Systems  Analysis  and  Planning  Staff  in  the  Office 
of  the  Under  Secretary  (HSA),  which  would  serve  as  the 
motive  force  for  goals  setting,  analysis,  planning  and  eval- 
uation and  also  may  serve  as  staff  for  a  National  Council  of 
Health  Advisors. 

This  restructuring  and  strengthening  of  HEW  health  capability  is  an 
essential  step  toward  effective  leadership  in  all  Federal  health  activi- 
ties. The  historic  lack  of  strong  Federal  health  leadership  has  deep 
roots  in  tradition,  in  the  highly  specific  involvement  of  Congress  in 
the  details  of  health  programs,  in  the  dispersion  of  health  activities 
throughout  the  Executive  Branch,  and  in  the  very  nature  of  the  health 
system.  To  move  in  more  constructive  directions  will  require  a  strong 
and  well-informed  leadership  group  armed  with  sound  data,  well- 
developed  plans  and  strong  internal  control  over  its  component 
agencies. 

Establishing  a  Health  Systems  Analysis  and  Planning  Staff  is  a 
fundamental  and  essential  step  to  strengthened  health  leadership.  We 
frequently  talk  of  the  health  "system,"  but  there  is  little  known  about 
how  this  system  functions,  how  its  various  components  relate  to  one 
another,  and  how  changing  conditions  might  affect  the  overall  behavior 
of  the  system.  Moreover,  we  have  made  only  partial  progress  towards 
measuring  the  status  of  our  health  system,  and  the  measures  that  exist 
usually  center  around  gross  measures  of  health  status  rather  than  cost, 
accessibility,  and  quality  of  care.  The  result  is  extreme  difficulty  of 
projecting  the  impact  of  various  means  of  intervening  in  the  system, 
a  circumstance  which  further  contributes  to  the  patchwork  process  of 
Federal  leadership. 

The  proposed  staff  should  consist  of  highly  qualified  personnel,  sup- 
ported by  independent  research  conducted  by  universities  and  other 
institutions.  It  would  serve  as  the  principal  analytical  arm  of  the 
Under  Secretary  (HSA)  ;  play  a  major  role  in  the  planning,  develop- 
ment and  coordination  of  health-services  policies  and  in  evaluation 
of  performance  of  HEW  health  programs;  and  serve  as  a  focal  point 
of  Federal  health-planning  expertise. 
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This  function  will  exist  concurrently  with,  and  be  distinguished  from, 
the  overall  planning  and  evaluation  functions  of  the  Assistant  Sec- 
retary for  Planning  and  Evaluation.  Just  as  each  constituent  agency 
must  be  equipped  to  plan  and  evaluate  performance  in  relation  to  goals 
at  the  program  level,  so  the  Secretary — through  the  latter  office — 
assures  himself  of  an  independent  capability  for  broad  resource  plan- 
ning and  evaluation  free  of  individual  program  biases. 

The  Task  Force  considered  and  rejected  the  idea  of  establishing  a 
separate  Federal  Department  of  Health.  There  seem  to  be  two  prin- 
cipal arguments  for  such  a  proposal — the  need  to  coordinate  all  Federal 
health  programs  under  a  single  cabinet-level  officer,  and  the  additional 
attention  that  would  be  afforded  health  issues  under  a  director  of 
cabinet  rank.  While  recognizing  the  merit  of  these  arguments,  we 
believe  that  on  balance  a  separate  department  would  be  inadvisable 
for  three  major  reasons: 

1.  A  separate  Department  of  Health  would  be  a  prime  target  for 
"capture"  by  powerful  special-interest  groups.  Struggles  over  key 
appointments  in  the  health  field  attest  to  the  stakes  involved.  As 
part  of  a  larger  agency,  health  activities  are  frequently  subjected 
to  close  scrutiny  and  countervailing  forces,  which  can  act  as  a  shield 
against  powerful  interest  groups.  Many  mayors  and  governors,  rec- 
ognizing this  problem,  are  integrating  their  Health  Departments 
into  multi-functional  agencies. 

2.  Health  programs  are  deeply  affected  by  activities  of  other  HEW 
programs,  e.g.,  income  maintenance,  education,  and  social  welfare 
services.  A  separate  health  department  would  probably  make  co- 
ordination among  such  programs  more  difficult. 

3.  Many  Federal  health  programs  in  other  agencies  belong  where  they 
are  located — as,  for  example,  in  the  Armed  Forces  and  Veterans 
Administration.  Transfer  of  such  programs  might  be  less  effective 
than  it  would  be  to  offer  the  senior  Federal  health  officer  an  op- 
portunity to  influence  all  Federal  health  policy.  In  any  case,  the 
real  influence  of  the  Federal  health  chief  is  more  likely  to  depend 
on  the  credibility,  capability  and  strength  of  his  operation  than 
on  his  title. 

Establishing  a  strong  leadership  group  in  the  health  portion  of  HEW 
will  not  be  a  quick  or  easy  task ;  nor  will  it  be  accomplished  by  struc- 
tural changes  alone,  for  reorganization  often  gives  the  appearance 
of  virtue  while  the  agency  continues  to  sin  without  peril.  Rather,  it 
will  require  a  combination  of  actions — all  of  which  are  required — 
which  we  deal  with  in  our  recommendations  and  discussions. 
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There  is  an  urgent  need  to  establish  a  National  Council  of 
Health  Advisors  responsible  for  assessing  the  Nation's  health 
status  and  the  status  of  the  health  system,  for  generating 
national  health  goals,  and  for  outlining  objectives  for  all 
Federal  health  programs.  The  Council  would  consist  of  a 
small  number  (5  to  7  members)  of  people  broadly  representa- 
tive and  highly  qualified,  having  a  public  point  of  view,  and 
appointed  by  the  President  for  fixed,  staggered  terms.  The 
Council  should  report  to  the  Secretary  of  HEW,  would  have  a 
direct  working  relationship  with  the  proposed  Domestic  Coun- 
cil or  its  equivalent,  and  would  make  an  annual  report  to 
the  Nation. 

The  combination  of  the  National  Council  of  Health  Advisors  and  its 
supporting  staff  would  create,  for  the  first  time,  a  Federal-level  capa- 
bility to  assess  and  generate  national  health  goals.  The  absence  of  such 
an  analytical  and  policy-generating  capability  has  been  one  of  the 
salient  weaknesses  in  Federal  health  leadership.  The  health  field  is 
extremely  complex,  and  while  there  has  been  considerable  research 
about  pieces  of  the  system,  there  has  been  virtually  no  systematic 
effort  to  pull  it  together  as  a  basis  for  setting  goals,  assessing  alter- 
native operating,  investment  and  financial  strategies,  and  taking  stock 
of  where  we  are. 

While  the  need  for  a  high-powered  policy  Council  for  health  is  widely 
acclaimed,  our  proposal  differs  from  some  others  in  that  we  do  not 
advocate  its  location  in  the  White  House  but  rather  suggest  that  the 
Council's  function  is  so  critical  to  effective  leadership  of  the  Nation's 
general  health  programs  located  in  HEW  that  it  be  placed  in  the 
closest  proximity  to  the  Federal  Government's  chief  health  officer. 

Through  the  vehicle  of  an  annual  report  to  the  Nation,  the  Council 
would  have  direct  access  to  public  opinion  with  the  opportunity  to  make 
a  case  for  allocation  of  national  resources  to  health  activities.  More- 
over, with  its  broad  mandate  the  Council  would  provide  the  Under 
Secretary  (HSA)  with  evaluative  insight  regarding  other  Federal 
health  programs. 

Install,  within  the  health  component  of  HEW,  an  internal 
management  system  based  on  the  "corporate  management 
model"  adapted  to  the  peculiar  requirements  of  a  public- 
administration  setting. 

This  system  would  be  designed  to  strengthen  the  internal  authority  of 
the  Under  Secretary  (HSA)  by  making  program  managers  more  ac- 
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countable  for  national  health  goals  while  permitting  them  consid- 
erable freedom  in  carrying  out  program  operations. 

The  key  elements  of  such  a  system  would  include : 

1.  Translating  national  health  goals  and  strategies  into  specific  pro- 
gram-year objectives; 

2.  Assigning  organizational  responsibility  for  achieving  objectives 
(under  such  a  system  objectives  are  negotiated  with  the  responsible 
agency) ; 

3.  Evaluating  progress  toward  achievement  of  objectives;  and 

4.  Holding  operating  program  managers  accountable  for  their  own 
decisions  and  actions  in  terms  of  relevance  (Was  it  the  right  thing 
to  do?)  and  effectiveness  (How  well  was  it  done?). 

It  should  be  noted  that  management  and  planning  efforts  are  cur- 
rently underway  in  HEW  that  move  in  some  of  these  directions,  and 
that  this  recommendation  supports  and  encourages  building  on  these 
activities. 

Health  activities  in  HEW  now  are  fragmented  among  basically  three 
separate  and  largely  independent  agencies;  there  are  many  tradeoff 
decisions  required  and  even  some  programs  in  conflict  with  one  an- 
other. The  system  briefly  described  is  designed  to  provide  better  in- 
formation and  control  for  the  purpose  of  better  relating  Federal  pro- 
grams (inputs)  to  desired  outcomes.  Such  a  system  is,  of  course,  only 
as  good  as  the  will  to  use  it. 

Provide  the  Under  Secretary  (HSA)  with  increased  flexibility 
in  the  allocation  of  Federal  resources  especially  for  the  pur- 
pose of  encouraging  new  institutional  arrangements  and  the 
building  of  health-system  capacity. 

As  conditions  and  priorities  change  over  time,  Federal  strategies  and 
resources  must  be  able  to  respond.  Phasing  out  obsolete  projects  is 
often  politically  difficult  but  essential.  There  are,  however,  sound  his- 
torical justifications  for  categorical  grants,  and  the  credibility  of  a 
request  for  greater  discretionary  authority  for  HEW  and  for  public 
and  private  agencies  is  dependent  on  sound  planning.  It  may  well  be 
that  the  Congress  would  be  willing  to  agree  to  modification  of  statu- 
tory language  offering  greater  flexibility  in  exchange  for  an  oppor- 
tunity to  review  HEW  statements  of  objectives  and  plans. 

The  Task  Force  was  concerned  with  the  inordinate  decisionmaking 
authority  that  has  been  delegated  to  HEW's  myriad  health  advisory 
councils. 
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Accordingly,  we  urge  the  Secretary  to  take  immediate  steps 
(including  legislative  action  where  necessary)  to  redefine  the 
authority  of  the  advisory  councils  with  the  purpose  of  placing 
decisionmaking  authority  with  publicly-accountable  officials; 
consolidating  the  various  groups  to  eliminate  overlap  and  to 
permit  efficient  and  reasonable  staff  support;  retaining  and 
coordinating  the  remaining  advisory  councils  to  improve  their 
valuable  technical  and  prof essional  input;  and  substantially 
increasing  public  and  consumer  representation  on  these 
councils. 

The  degree  of  policy-making  and  actual  grant  approval  that  has  been 
delegated  to  "advisory"  councils  is  unique  within  the  Federal  Execu- 
tive Branch  and  is  counter  to  good  public  practice.  These  councils  offer 
the  agency  access  to  technical  expertise  it  could  not  hope  to  retain 
internally  and  rare  opportunities  to  build  powerful  support  for  exist- 
ing HEW  programs.  Nevertheless,  in  many  cases  an  unnecessarily 
high  price  is  paid  in  loss  of  control.  It  is  essential  that  key  program 
managers  be  motivated  to  look  first  to  agency  leadership  for  sup- 
port rather  than  to  outside  groups,  which  now  have  a  degree  of  influ- 
ence all  out  of  proportion  to  their  public  accountability. 

The  operation  of  health-service  activities  should  be  decen- 
tralized through  contractual  agreements  with  public  and 
private  agencies.  The  principal  features  of  such  agreements 
should  be  specification  of  desired  outcomes  rather  than  spe- 
cific methods  of  operation,  and  evaluation  and  information 
systems  that  can  assess  performance  in  terms  of  output  or 
results. 

The  setting  of  standards  and  policy  and  the  evaluation  processes  are 
especially  appropriate  functions  of  Government  in  the  health-field 
processes.  In  actual  practice,  Federal  agencies  frequently  become  in- 
volved in  the  detailed  operations  of  programs  or  in  the  detailed  super- 
vision of  those  who  are  operating  them.  This  tends  to  attenuate  the 
agencies'  ability  to  establish  performance  objectives  and  to  objectively 
evaluate  performance.  As  a  result,  many  agencies  are  responding 
to  techniques  widely  practiced  by  the  National  Aeronautics  and 
Space  Administration,  commonly  referred  to  as  "performance  con- 
tracting." This  technique  affords  the  dual  benefit  of  smaller  govern- 
mental organizations  (The  entire  Medicare  program,  which  requires 
approximately  25,000  contractor  employees,  is  administered  by  ap- 
proximately 1,000  Federal  employees  in  the  Social  Security  Adminis- 
tration, Bureau  of  Health  Insurance.)  and  access  to  the  reservoir  of 
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talent,  management  and  technical  expertise  available  in  the  private 
sector. 

The  performance-contracting  approach  requires  both  expertise  in 
contract  administration  and  the  ability  to  define  objectives  and  in- 
dicators of  performance.  It  is  generally  agreed  that  the  state  of  the 
art  in  measuring  the  performance  of  health-care  services  organiza- 
tions is  still  relatively  primitive.  This  is  clearly  an  area  seriously  *in 
need  of  developmental  effort.  The  Task  Force  considers  the  Health 
Maintenance  Organization  concept  an  excellent  illustration  of  "per- 
formance  contracting-'  in  the  health  field. 

Because  of  a  traditional  reluctance  to  directly  involve  the  Federal 
Government  in  the  financing  of  medical-school  education,  desperately 
needed  Federal  financial  support  has  been  funnelled  through  research 
grants  to  medical  schools.  While  bio-medical  and  clinical  research 
conducted  by  the  medical  schools  has  been  of  great  value  and  is  an 
important  element  in  attracting  outstanding  scholars  and  researchers, 
it  is  frequently  a  counter-productive  incentive  to  improving  the  effi- 
ciency and  teaching  aspects  of  medical  education.  Therefore,  support 
of  the  educational  function  should  be  separate  and  distinct  from 
support  of  the  research  function.  A  more  direct  approach,  depending 
on  stipends  to  both  the  student  and  the  medical  school,  would  help 
reduce  the  financial  burden  of  medical  education  for  the  student  and 
provide  the  medical  schools  with  positive  financial  incentives  to 
increase  their  productivity. 

While  much  has  been  said  of  the  need  for  allied  health  manpower, 
paraprof essionals,  and  health  aides ;  in  the  final  analysis,  the  demand 
for  new  kinds  of  health  personnel  will  depend  on  the  nature  and  struc- 
ture of  the  emerging  forms  of  health-care-delivery  systems.  At  the 
same  time,  the  ability  to  carry  out  demonstrations  and  encourage  new 
forms  of  organization  requires  the  availability  not  only  of  sufficient 
manpower,  but  the  appropriate  kinds  of  manpower.  Thus,  there  must 
be  close  coordination  between  that  portion  of  HEW  responsible  for 
health-services-delivery  systems  and  those  responsible  for  planning 
and  directing  programs  to  develop  health  manpower. 

While  most  programs  to  build  health-services-delivery  capacity  are 
already  located  in  HSMHA,  an  exception  is  the  field  of  health  man- 
power, which  has  its  center  of  gravity  in  the  Bureau  of  Health  Man- 
power, National  Institutes  of  Health. 

We  recommend  that  further  study  be  given  to  changing  the 
existing  method  of  Federal  financial  support  of  health  profes- 
sional education  to  a  system  of  direct  stipends  to  students 
and  institutions  rather  than  indirectly  through  research 
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grants,  and  to  shifting  responsibility  for  leadership  in  health 
manpower  development  to  HSMHA. 

Medicaid  Organization  and  Management 

In  spite  of  the  urgent  need  to  provide  quality  health  care  to  millions 
of  Americans  who  could  not  otherwise  afford  it,  Medicaid  has  not  been 
structured  or  administered  to  reflect  the  importance  of  this  goal.  At 
the  Federal  level,  administrative  responsibility  has  been  vested  in  the 
Medical  Services  Administration  (MSA),  a  small  agency  within 
HEW's  social  welfare  component,  Social  and  Rehabilitation  Service, 
(SRS).  It  has  in  the  past  had  inadequate  policy  ties  either  to  the 
Department's  locus  of  health  policy,  planning  and  investment  decision- 
making or  to  the  Nation's  other  major  publicly-financed  health 
program — Medicare. 

In  the  first  few  months  of  its  deliberations,  the  Task  Force  and  its 
staff  f  ocused  considerable  attention  on  immediate  steps  to  strengthen 
the  structure  and  resources  of  the  title  XIX  administering  agency.  We 
found  that  the  very  early  and  elementary  Federal  structure  has  not 
been  kept  up-to-date  to  reflect  management  priorities  or  facilitate  the 
carrying  out  of  key  functions.  In  order  to  correct  numerous  identified 
deficiencies,  the  Task  Force,  in  its  Interim  Report.,  recommended  a 
prompt  restructuring  of  this  agency  and  its  regional  counterparts.  The 
Report  highlighted  the  key  functions  which  would  require  greater 
emphasis  under  a  new  organizational  pattern.  These  include  technical 
assistance  to  the  States,  development  of  operational  and  systems  infor- 
mation, and  stimulation  of  improvements  in  the  health- delivery  system. 

Following  the  presentation  of  our  Interim  Report,  HEW  staff 
developed  a  reorganization  plan  which  was  patterned  very  closely  on 
the  Task  Force  recommendations.  Secretary  Finch  announced  the 
change  on  March  17,  1970. 1  In  the  intervening  period,  vigorous  new 
leadership  has  been  brought  to  the  organization  backed  by  support  at 
the  Departmental  level.  As  noted  in  the  balance  of  this  chapter,  how- 
ever, considerable  additional  resources  will  be  required  to  accomplish 
the  mission  set  forth. 

Historically,  MSA  was  established  to  give  general  Federal  direction 
to  a  loosely  controlled  system  for  administering  vendor  medical  pay- 
ments on  behalf  of  Medicaid  eligibles.  Although  the  passage  of  title 
XIX  in  1965  represented  a  major  departure  in  the  field  of  health 
financing,  the  haste  with  which  it  had  to  be  implemented  left  little 
time  for  meaningful  planning  or  imaginative  leadership.  MSA's  man- 
agement style  had  been  characterized  by  a  crisis  orientation  to  the 
detriment  of  sound  management  practices  and  long-range  planning. 

1  Federal  Register,  Vol.  35,  No.  52— Tuesday,  March  17, 1970. 
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Under  the  law,  the  States  have  principal  administrative  responsibility 
for  the  program.  Reflecting  the  apparent  Federal  view  and  structure, 
most  States  designated  their  welfare  departments  as  title  XIX  admin- 
istering agencies.  Thus,  the  problems  of  poor  coordination  with  other 
health  programs — duplications,  gaps,  confusion  and  failure  to  influ- 
ence the  organization  and  delivery  of  services — are  continued  and 
exacerbated  by  structure  and  staffing  at  the  State  and  local  levels. 

Because  so  little  has  been  invested  in  management  leadership,  staff 
resources  and  systems  capability,  the  purely  administrative  aspects 
of  Medicaid  are  a  major  problem.  Reports  of  occasional  fraud  and 
gross  misuse  of  services  have  been  well  publicized,  but  beneath  this 
lies  an  urgent  need  for  mechanizing  and  standardizing  an  enormous 
and  complex  administrative  function.  Although  the  claims-processing 
and  surveillance  functions  lend  themselves  well  to  state-of-the-art 
data-processing  techniques,  the  States  have  been  left  generally  to  their 
own  devices  to  deal  with  this  problem. 

The  principal  management  problems  in  Medicaid  stem  largely  from 
three  basic  sources : 

1.  Weak  organization  and  lack  of  manpower  (especially  but  not  ex- 
clusively at  the  Federal  level).  Medicaid  has  been  understaffed 
from  the  outset,  with  inadequate  appropriations  support  to  perform 
the  management  task  required. 

2.  A  mistaken  conception  of  the  Federal  role  required.  The  role 
assumed  by  MSA  in  the  past  has  been  largely  one  of  passive 
monitoring.  This  stemmed  in  part  from  the  assumption  that  State 
Medicaid  programs  could  operate  satisfactorily  simply  as  an  exten- 
sion of  earlier  vendor  medical  payment  activities  in  various 
localities. 

3.  Fragmentation  of  policy  direction  over  health-service  programs. 
Structure  did  not  exist  for  linking  policy  in  service  programs  with 
policy,  planning,  and  investment  decisionmaking  in  other  health 
activities  at  Federal,  State  and  local  levels. 

The  Task  Force's  recommendations  in  the  management  of  Medicaid 
are  addressed  directly  to  these  problem  areas.  In  formulating  short- 
range  management  recommendations  we  have  accepted  as  short-term 
"givens" :  the  basic  character  of  title  XIX  as  a  State-administered  pro- 
gram ;  the  tying  of  eligibility  to  public- assistance  categories,  and  the 
financing  of  the  program  through  Federal,  State  and  local  general 
tax  revenues. 

The  Task  Force  gave  early  and  intensive  consideration  to  the  proper 
organizational  context  for  the  agency  administering  title  XIX,  since 
major  difficulties  in  managing  the  program  were  assumed  to  grow  out 
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of  location.  We  considered  the  fact  that  a  health  program  was  being 
managed  by  an  agency  more  traditionally  concerned  with  social  serv- 
ices and  payment  mechanisms.  We  considered  whether  continued  vest- 
ing of  responsibility  for  program  operations  in  MSA  was  compatible 
with  the  fact  that  responsibility  for  health  policy  rests  in  a  different 
part  of  HEW.  In  spite  of  strongly  held  opposite  views  by  some  mem- 
bers, the  Task  Force  concluded  that  a  fundamental  change  in  the 
Medical  Services  Administration's  location  at  this  moment  would  not 
justify  the  high  cost  in  time  and  possible  resulting  confusion  unless  it 
were  made  in  response  to  simultaneous  changes  in  the  basic  structure 
of  the  program — that  is,  in  one  or  more  of  the  "givens." 

Since  fundamental  program  changes  await  the  resolution  of  many 
other  questions,  we  became  convinced  that  maximum  short-range  bene- 
fits could  accrue  from  strenthening  the  Medical  Service  Administra- 
tion in  its  existing  structural  context.  The  Task  Force  is  aware  that 
the  fundamental  problems  facing  Medicaid  and  its  relationship  to 
other  health  and  welfare  programs  will  not  be  solved  through  man- 
agement efforts  alone.  However,  progress  along  the  lines  recommended 
in  other  chapters  of  this  Report  will  depend  on  structurally  sound, 
properly  oriented,  and  completely  staffed  Federal  and  State  agencies 
with  aggressive  and  dynamic  leadership. 

Originally,  the  MSA  was  established  to  give  general  Federal  direction 
to  a  heterogeneous  and  loosely  controlled  system  for  administering 
payments  to  vendors  for  health  services  received  by  eligibles.  This  view 
was  supported  by  the  apparent  legislative  intent  that  vested  adminis- 
trative responsibility  with  the  States,  and  by  the  very  lean  manner  in 
which  MSA  was  staffed.  Experience  with  the  program  has  clearly 
shown  that  a  passive  Federal  role  is  neither  consistent  with  the  present 
desires  of  State  Medicaid  agencies  and  the  Governors  nor  conducive 
to  efficient  and  economical  management  of  the  program.  Strong  leader- 
ship and  adequate  supporting  staff  are  critical  factors.  The  agency's 
ability  to  attract  competent  staff  will  be  enhanced  by  an  early  com- 
mitment to  a  strong  leadership  posture  for  MSA  vis-a-vis  the  States 
and  a  commitment  to  innovation  in  program  and  management  areas. 
Experience  with  title  XIX  has  demonstrated  that  administration  of 
the  payment  process  is  but  a  part  of  the  task.  In  management,  as  in 
financing,  the  basic  policy  should  be  that  all  programs  bear  responsi- 
bility for  program  effectiveness  as  well  as  provision  of  service.  In  line 
with  that  policy,  MSA  must  also  extend  its  concern  to  include  the 
nature  and  cost  of  health  services  being  provided,  and  the  adminis- 
trative and  program  relationships  between  Medicaid  and  related 
programs. 


63 


To  carry  out  title  XIX  and  to  improve  the  effectiveness  of 
Medicaid  and  related  programs  MSA  must  redirect  its  effort 
toward: 

1.  Using  Medicaid's  purchasing  power  to  capitalize  on  available  op- 
portunities to  make  health-care  services  more  accessible  to  the  needy, 
to  control  the  costs  of  these  services,  and  to  assure  a  high  quality 
of  service  rendered. 

2.  Strengthening  the  Federal  Government's  leadership  role  in  the  title 
XIX  partnership  with  the  States,  employing  state-of-the  art  man- 
agement techniques,  the  development  of  relevant  and  cost-effective 
management  control  and  information  systems  and  the  development 
of  performance  standards  for  the  States. 

3.  Clarifying  and  supporting  the  principal  processes  associated  with 
providing,  administering  and  evaluating  services  provided  under 
title  XIX. 

Appropriate  steps  must  be  completed  to  restructure  MSA  and 
to  provide  the  further  staff,  resources  and  support  required 
to  carry  out  MSA's  mission  effectively. 

Grade  levels  within  the  central  office  should  be  raised  selec- 
tively, including  the  creation  of  additional  "super  grades"  for 
key  positions  in  order  to  attract  and  retain  top-flight  agency 
leadership. 

While  a  considerable  infusion  of  skills  and  talent  is  required,  we  urge 
that  highest  priority  be  placed  on  filling,  as  a  minimum,  the  125  ad- 
ditional MSA  positions  we  recommended  in  the  revised  budget  for  the 
present  fiscal  year.  Additional  positions  will  be  required  in  the  future.2 

Principal  Functions 

We  recognize  the  serious  contraints  that  will  continue  to  govern  the 
extent  and  nature  of  improvements  in  the  program — notably  limita- 
tions on  Federal  and  State  administrative  resources  and  the  amount 

2  It  should  be  noted  that  as  of  the  filing  of  this  Report,  86  additional  positions 
(of  the  125  recommended)  had  been  alloted  to  MSA  proper;  and  vigorous  recruit- 
ment had  resulted  in  filling  most  vacancies.  The  Task  Force  reiterates  the  need 
for  additional  positions  in  the  coming  year.  Also,  we  point  to  two  major  difficulties 
encountered  in  staffing  MSA:  (a)  the  allocation  of  an  average  grade  level  that 
is  too  low,  and  (b)  the  dearth  of  supergrade  positions.  It  should  be  noted  that  in 
SSA's  Bureau  of  Health  Insurance,  which  administers  the  Medicare  program, 
the  average  grade  level  is  higher. 
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of  time  required  to  build  and  strengthen  capabilities  and  complex 
systems.  For  these  reasons,  it  is  essential  that  current  efforts  be  sharply 
focused  on  the  most  essential  functions  and  on  key  levers  of  control 
and  influence.3 

In  order  to  build  an  effective  Federal  component  for  title 
XIX,  MSA  should  concentrate  its  management  and  financial 
resources  on  building  greater  capability  for: 

1.  Identifying  needs  for,  and  ensuring  the  development  of,  minimum 
administrative  and  program  standards  for  Federal,  State  and 
private  components  to  improve  quality  and  proper  utilization  of 
services  and  cost-effective  expenditure  of  public  funds. 

2.  Developing  and  maintaining  a  Federal-level  capability  for  evaluat- 
ing effectiveness  of  the  program  on  a  Nation-wide  basis,  including 
preparation  of  performance  standards  and  measures  of  effectiveness. 

3.  Identifying  and  recommending,  in  response  to  operating- program 
experience,  appropriate  Federal  investments  in  projects  or  programs 
that  improve  productivity  and  promote  greater  access. 

4.  Developing  and  carrying  out  programs  for  recruiting  and  training 
capable  management  and  health  professional  staff  urgently  needed 
for  Federal,  State  and  local  agencies  that  administer  title  XIX. 

The  Federal  leadership  role  vis-a-vis  the  State  demands 
emphasis  on  the  following  functions: 

1.  Developing  and  providing  model  standards,  systems  and  proce- 
dures, particularly  in  the  areas  of  management  information,  sim- 
plified eligibility-determination  procedures,  billing  and  claims- 
payments  procedures,  and  utilization  review.  Included  in  this  area 
are  the  setting  of  Federal  reporting  requirements  for  title  XIX  and 
the  development  of  systems  specifications  for  mechanized  claims- 
payment  processes  at  the  State  level. 


3  For  example,  during  the  early  months  of  its  tenure  the  Task  Force  cooperated 
with  SRS  and  MSA  in  an  effort  to  define  Federal  management-information  needs. 
The  Task  Force  awarded  a  short-term  contract  for  the  development  of  model 
systems  specifications  (both  input  and  output  requirements)  for  certain  key 
processes  at  the  State  level.  These  specifications  are  flexible  enough  to  provide 
individual  States  with  the  capability  of  generating  information  as  a  by-product  of 
the  claims-payment  process  to  perform  the  most  essential  utilization  review  and 
surveillance  functions  at  the  State  level.  They  will  also  provide  MSA  with  needed 
information. 
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2.  Providing  specific,  prompt  and  active  guidance  to  the  States  on 
key  administrative  and  program-policy  issues. 

3.  Planning  and  providing  (directly  and  through  outside  assistance) 
individualized  technical  assistance  to  the  State  and  local  admin- 
istering agencies. 

4.  Periodically  monitoring  State  agency  performance  against  agreed- 
on  standards  and  objectives  and  diagnosing  critical  problems  in 
program  management. 

5.  Appraising  and  providing  financial  support  for  State-initiated, 
management-improvement  efforts. 

6.  Assisting  the  States  in  developing  human  and  technical  resources  to 
perform  vital  administrative  functions. 

Organization  Structure  and  Resources 

Structure  and  function  are  closely  related  and  should,  where  possible, 
be  brought  into  harmony.  Thus,  the  Task  Force  recommended  that 
the  MSA  should  be  organized  to  reflect  more  clearly  management  prior- 
ities and  facilitate  carrying  out  key  functions.  The  recommendations 
in  appendix  I  outline  the  principles  that  guided  the  restructuring  of 
MSA  and  its  regional  counterparts. 

Even  with  greater  internal  expertise,  however,  funds  must  also  be 
made  available  to  purchase  technical  services  not  required  on  an  on- 
going basis.  Certain  key  functions,  such  as  technical  assistance  to  the 
States,  the  development  of  operational  and  systems  information,  and 
an  active  role  in  stimulating  improvements  in  the  delivery  of  health 
services,  were  highlighted  in  the  organization  proposed  and  adopted. 

While  the  Task  Force  recognizes  merit  in  decentralizing  a  greater 
share  of  Federal  responsibility  to  the  regional  level,  we  believe  that 
the  resources  which  can  be  reasonably  expected  in  the  near  future 
should  be  devoted  mainly  to  building  a  stronger  capability  in  the 
central  office. 

To  carry  out  its  key  functions,  MSA  restructure  should  in- 
clude the  following  principal  elements: 4 

1.  A  Deputy  Commissioner  for  Program  (in  addition  to  a 
Deputy  for  Administration)  to  provide  high-level  leader- 
ship in  defining  program  goals  and  influencing  program 
content. 


*  See  appendix  I  for  fuller  description  of  the  recommended  reorganization. 
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2.  A  Program  Planning  and  Evaluation  Unit,  reporting  to  the 
Deputy  Commissioner  for  Program. 

3.  A  staff  responsible  for  Innovation  and  Health-Delivery 
Systems,  to  serve  as  the  focal  point  within  MSA  for  identi- 
fying and  carrying  out  operations  affecting  health-services 
delivery  for  low-income  groups,  and  to  ensure  appropriate 
support  by  title  XIX  funds  of  new  approaches  to  health- 
care delivery  for  the  needy. 

4.  A  Division  of  Program  Operations  and  Standards  to  ensure 
development  of  regulations,  standards,  and  guides,  as  ap- 
propriate, for  the  administration  of  title  XIX  by  Federal, 
State  and  local  agencies.  A  large  proportion  of  this  unit 
should  consist  of  professional  health  workers. 

5.  A  Division  of  Technical  Assistance  and  Training  to  plan, 
mobilize,  and  provide  intensive  assistance  to  States  in 
developing  technical  and  manpower  resources  needed  for 
administration  of  the  program  and  to  provide  selected  on- 
site  assistance  through  "lend-lease"  programs. 

6.  A  Division  of  Management  Information  and  Payments 
Systems  to  develop  and  provide  ongoing  evaluation  of 
claims  payments  and  management-information  needs  and 
systems. 

For  the  immediate  future,  the  limited  number  of  newly-available 
positions  should  be  concentrated  in  MSA's  central  office  in  order  to 
build  the  technical  and  administrative  capability  required  as  a  result 
of  existing  critical  needs. 

At  the  present  time,  MSA  regional  staffs  should  act  as  the  principal 
source  of  information  to  the  central  office  regarding  the  nature  of  State 
programs  in  their  region  and  anticipate  State  problems;  serve  as 
a  vehicle  for  interpreting  and  implementing  Federal  policy  guidelines 
and  regulations;  facilitate  State  requests  for  Federally-sponsored 
technical  assistance  provided  by  the  central  office  or  by  contractors; 
and  maintain  coordination  at  the  regional  level  with  other  HEW 
programs  related  to  title  XIX. 

The  Task  Force  also  recommended  that  highest  priority  should  be 
given  to  recruiting  staff  with  solid  management  perspective  and  which 
also  has,  to  the  maximum  extent  possible,  experience  in  health  and 
medical-care  administration,  public  administration,  economic  analy- 
sis, management  systems  and  data  systems. 


67 


State  Administration  of  Medicaid  and  Related  Programs 

Although  serious  questions  exist  as  to  the  long-run  appropriateness 
and  feasibility  of  the  present  Federal-State  partnership  for  Medicaid 
to  accomplish  the  ultimate  stated  program  objectives,  selective  im- 
provements in  administrative  structure  should  be  continued.  Moreover, 
any  steps  that  can  be  taken  to  promote  a  more  effective  and  responsive 
health-policy-planning  role  within  the  States  will  be  in  a  direction 
toward  which  we  must  move  in  any  event.  Our  specific  recommenda- 
tions deal  with  high-priority  and  potentially  high-leverage  opportuni- 
ties to  achieve  these  objectives. 

In  order  to  establish  management  control  and  effective  administration 
of  the  program,  it  is  necessary  that  the  States  apply  modern  manage- 
ment techniques  in  their  administrative  efforts.  Recognizing  that  many 
States  have  not  and  would  not  do  so,  primarily  because  of  the  severe 
financial  burden  that  the  development  of  sophisticated  management 
systems  would  impose,  the  Federal  Government  should  use  its  resources 
to  promote  such  efforts.  A  computerized  claims-payment  process,  men- 
tioned at  a  previous  point,  supporting  systems  for  surveillance,  utiliza- 
tion review  and  program  evaluation  is  one  area  where  the  Task  Force 
believes  the  Federal  Government  would  obtain  a  significant  return  on 
an  additional  investment  now. 

The  title  XIX  legislation  makes  the  State  Plan  the  vehicle  for  defining 
and  enf  orcing  title  XIX  requirements.  The  Task  Force  believes  that 
by  viewing  the  State  Plan  as  a  contractual  agreement  between  the 
Federal  Government  and  the  States,  which  is  reviewed  periodically 
for  progress  toward  conformity  with  goals,  rather  than  as  a  prospectus 
for  gaining  entry  into  the  program,  the  Federal  management  role  and 
the  program  can  be  strengthened.  Specifically,  the  Federal  Govern- 
ment should  view  the  States  as  violating  parts  of  the  contract  where 
they  are  out-of-confonnance  with  only  parts  of  the  Federally- 
established  standards. 

In  addition  to  developing  model  administrative  systems  and 
procedures,  MSA  should  develop,  in  conjunction  with  State 
administrators,  specific  performance  standards  for  State 
administrative  and  program-management  functions. 

These  standards  would  provide  a  benchmark  for  determining  whether 
individual  States  are  in  conformance  with  Federal  standards,  would 
serve  as  guides  for  States'  management-improvement  plans,  and  would 
provide  a  basis  for  requesting  Federal  assistance  in  achieving  manage- 
ment improvements. 
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To  encourage  and  support  management-improvement  efforts 
within  the  States,  the  following  procedures  should  be 
instituted: 

1.  Where  a  State  is  found  to  be  out-of -conformance  with  Fed- 
eral standards,  it  should  be  required  to  submit  a  detailed 
proposal  describing  the  steps  it  plans  to  take  to  achieve 
conformance,  the  timetable  and  the  additional  Federal 
assistance  required. 

2.  In  accepting  the  State  proposal,  MSA  should  specify  the 
form  and  extent  of  assistance  it  will  provide  (including 
higher  levels  of  administrative  reimbursement  for  systems 
installation — up  to  90  percent,  at  the  Secretary's 
discretion). 

3.  Where  States  fail  to  take  appropriate  steps  to  conform  to 
Federal  standards,  the  Secretary  should  exercise  his  exist- 
ing authority  under  section  1904,  the  final  step  of  which  is 
to  selectively  withhold  reimbursement  for  administrative 
costs  related  to  areas  of  deliberate  nonconformance. 

HEW  should  extend  Federal  efforts  to  rationalize  health  pol- 
icy and  program  coordination  to  the  State  level. 

Legislation,  if  necessary,  to  clarify  this  goal  within  the  "single  State 
agency"  concept  should  be  sought.5  The  agency  primarily  responsible 
for  health-planning  and  resource-investment  activities  should  conduct 
or  oversee  certain  of  the  Medicaid  responsibilities  directly  related  to 
health-policy  matters ;  for  example,  provider-standards  activities.  The 
structural  implications  of  achieving  this  goal  vary  from  State  to 
State.  In  many  States  a  reorganization  of  health  and  welfare  agencies 
may  be  needed ;  in  others,  a  clearer  definition  of  present  agency  roles,  or 
some  realignment  of  functions  is  needed.  Achievement  of  this  goal 
does  not  necessarily  involve  divesting  the  Medicaid  agency  (if  in  a 
welfare  department)  of  operating  functions  and  responsibilities  not 
primarily  involving  the  overall  direction  of  health  policy.  It  would, 
however,  forge  a  more  effective  and  direct  link  between  the  financing 
of  health  care  and  decisions  affecting  the  supply,  organization  and 
capacity  of  health-care  providers. 

In  order  to  counterbalance  traditional  public-health  and  pro- 
vider viewpoints  in  the  planning  and  administration  of  health 
programs,  the  Federal  requirements  for  membership  and 

5  H.R.  17550  passed  by  the  House  of  Representatives  on  May  21,  1970,  and  now 
pending  in  the  Senate. 
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functions  of  State  Medical  Advisory  Committees  should  more 
clearly  result  in  representation  of  low-income  persons,  wel- 
fare recipients,  and  other  consumer  groups. 

These  committees  should  play  an  active  role  in  reviewing  program 
performance  including  periodic,  responsible  public  hearings.  Con- 
sumer representation  is  treated  in  greater  detail  in  the  following 
chapter. 

Voluntary  insurance  organizations  are  used  by  some  States  as  fiscal 
agents,  with  greatly  varying  degrees  of  involvement  in  various  aspects 
of  the  title  XIX  claims  process.  In  most  instances  the  nature  and 
extent  of  contractual  involvement  and  the  character  of  relationships 
between  the  State  program  and  the  fiscal  agent  have  been  a  matter 
simply  of  individual  negotiation. 

For  those  States  now  using  fiscal  agents  or  other  third-party 
arrangements  for  program  administration,  the  Medical  Serv- 
ices Administration,  in  close  collaboration  with  the  Social 
Security  Administration,  should  establish  contract  standards 
and  model  procedures  to  ensure  that  such  use  is  consistent 
with  effective  program  leadership,  sound  administrative 
practice  and  considerations  of  public  accountability. 

A  special  evaluation  should  be  conducted  in  HEW  of  the  rela- 
tive experience  in  Medicare  and  Medicaid  with  the  use  of 
fiscal  intermediaries  and  carriers,  as  well  as  with  self- 
administration,  in  terms  of  effectiveness  and  efficiency  of 
performance. 
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ISSUES  AND  RECOMMENDATIONS 


Consumer  Participation 

While  the  concept  of  citizen  participation  in  the  planning  and  policy- 
making processes  of  health  institutions  is  not  new,  it  has  been  limited 
largely  to  the  professional,  business,  social,  and  other  so-called  leaders 
in  a  community  with  the  users  or  other  consumers  excluded.  The  grow- 
ing dissatisfaction  with  health-care  systems  and  the  increasing  demand 
for  participation  in  the  decisionmaking  process  is  coming  from  many 
sources,  but  the  newest  voices  are  from  low-income  and  minority 
groups,  who  until  now  have  been  largely  passive  recipients  of  health 
services.  Kecognizing  the  importance  of  these  voices,  recent  legislation 
has  emphasized  a  more  forceful  role  for  consumers  in  determining 
how  goals  and  policies  are  set,  how  resources  are  allocated  and  pro- 
grams and  services  operated. 

The  Task  Force  believes  that  one  cause  of  the  inadequacies  and  dys- 
functions in  health  services  has  been  that  those  providing  services  have 
controlled  the  decisionmaking  process.  Self-serving  is  sometimes  the 
result,  but  there  are  other  possible  consequences  too,  such  as  isolation 
from  knowledge  about  the  medical  and  health  needs  of  a  population. 

Health  professional  workers  have  been  reluctant  to  share  decisionmak- 
ing in  health  policy  and  continue  to  regard  policy-making  as  their 
traditional  domain.  Their  reluctance  is  based  on  the  belief  that  con- 
sumers have  insufficient  knowledge  to  participate  in  decisionmaking 
and  are  often  unaccustomed  to  the  demands  of  institutionalized  efforts. 

There  is  some  concern  among  providers  that  consumer  participation 
can  delay  decisionmaking,  and  even  a  feeling  that  a  product  of  con- 
sumer participation  may  be  dilution  of  the  quality  of  health-care 
services.  There  is  no  national  means  of  providing  the  consumer  the 
assistance  he  needs  to  become  a  positive  force  for  improving  the 
Nation's  health-care  services,  nor  does  the  means  now  exist  for  bringing 
the  consumer  and  provider  together  to  work  jointly  for  improvements. 

One  of  the  basic  assumptions  underlying  this  Eeport  is  that  the 
consumer,  denned  as  any  user  of  the  health-care  system,  can  be  a  re- 
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sponsible  partner  in  a  system  that  requires  intelligent  and  caring  people 
to  make  it  work.  The  recommendations  that  follow  assume  that  the 
consumer  can  help  to  identify  problems  and  inadequacies  in  medical 
care,  can  suggest  solutions  and  can  help  to  design  and  implement 
new  policy. 

To  bring  the  consumer  into  the  policy-making  process  will  require : 

•  strengthening  existing  consumer  groups  in  health,  welfare  and 
related  areas, 

•  encouraging  the  establishment  of  new  groups  that  are  truly  repre- 
sentative of  the  consumer  point  of  view,  and 

•  developing  formal  working  relationships  between  consumers  and 
those  responsible  for  the  delivery  and  quality  of  health  care. 

Any  board  or  group  set  up  to  advise  policy-making  officials 
at  any  level  of  Government  must  provide  for  consumer  repre- 
sentation to  protect  and  present  the  interests  and  needs  of  the 
consumer.  In  addition,  executive  committees,  subcommittees, 
and  ad  hoc  committees  of  such  boards  or  groups  should  have 
a  significant  number  of  consumer  representatives  as  members. 

The  consumer  members  selected  to  serve  on  policy-making  and 
advisory  boards  should  reflect  the  social,  economic,  racial  and  geo- 
graphic characteristics  of  their  communities.  They  may  be  selected 
by  their  local  constituencies,  or  from  labor  unions,  consumer-sponsored, 
group-practice  plans,  or  welfare-recipient  organizations.  Individuals 
directly  involved  in  the  provision,  delivery,  or  administration  of 
health-care  services  should  not  be  eligible  to  serve  as  consumer  repre- 
sentatives unless  they  have  been  duly  selected  by  bona  fide  consumer 
organizations  which  are  aware  of  their  involvement  in  health-care 
delivery. 

Any  Federally -funded  and/or  -operated  health  programs 
must  provide  for  consumer  participants  on  advisory  commit- 
tees and  councils  concerned  with  planning,  purchasing  and 
delivering  health  services. 

Organizations  and  institutions  involved  in  planning,  purchasing, 
and  delivering  health  services  should  provide  for  majority  con- 
sumer participation  in  deliberations  on  the  nature  of  those  serv- 
ices, and  at  least  one-third  of  that  majority  should  be  made  up  of 
users  of  the  health-care  program  or  facility  involved.  The  pro- 
vision of  majority  representation  in  which  at  least  one- third  is  com- 
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posed  of  actual  users  should  be  a  requirement  for  all  organizations 
and  institutions,  but  especially  for  those  seeking  Federal  support  for 
health-care  programs. 

Proprietary  organizations  and  institutions  concerned  with 
health-care  services,  although  not  necessarily  subject  to  regu- 
lations applying  to  grants  and  other  support,  should  be 
encouraged  to  provide  for  consumer  involvement  in  the  moni- 
toring of  their  services. 

State  agencies  should  be  required  by  the  Federal  Government 
to  have  majority  representation  of  consumers  and  consumer 
representatives  on  State  advisory  committees  on  Medicaid, 

Consumer  Training 

Federal  agencies  involved  in  planning,  delivering  and  pur- 
chasing health  services  must  make  provisions  in  budgets  for 
special  orientation  programs  for  new  members  of  policy- 
making groups,  including  the  consumer  representatives  on 
such  groups. 

State  and  local  agencies  as  well  as  non-governmental  agencies 
involved  in  planning  for,  delivering,  and  paying  for  health 
services  should  be  required  to  make  provisions  for  orienta- 
tion and  training  of  policy-making  groups,  with  special  em- 
phasis on  consumer  representatives. 

Citizens  as  actual  or  potential  users  of  health-care  programs  should 
have  access  to  information  and  advice  concerning  benefits  that  they 
are  entitled  to  and  how  they  may  obtain  them.  They  also  need  instruc- 
tion on  improving  health  and  on  staying  healthy. 

State  and  local  governments  should  establish  staff  capacity  for  in- 
augurating and  promoting  educational  programs  for  consumers. 
Health-care  agencies,  including  hospitals,  should  also  be  encouraged 
to  undertake  similar  activities.  Licensing  organizations  that  are  work- 
ing closely  with  health-care  institutions  on  other  matters  should  assist 
these  institutions  in  providing  for  consumer  participation  in  policy 
matters  relating  to  service. 

Programs  of  health  education,  provided  they  meet  adequate 
standards  set  by  the  Federal  Government,  should  be  consid- 
ered integral  components  of  any  health-care  service  and 
therefore  included  in  the  budget  of  such  service.  All  agencies 
and  institutions  providing  health  services  that  receive  Fed- 
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eral  support  must  provide  continuing  programs  of  health 
education  to  their  consumers. 

Technical  assistance  should  be  provided  by  the  Office  of  the 
proposed  Under  Secretary  for  Health  and  Scientific  Affairs  to 
assist  in  implementing  recommendations  concerning  con- 
sumer participation. 

Education  and  Information  Programs  for  Medicaid 

Aside  from  the  important  issue  of  client  rights,  discussed  earlier, 
educational  programs  are  of  vital  importance  to  reduce  confusion  and 
misinformation  about  the  Medicaid  program,  and  to  elicit  the  coopera- 
tion of  consumers  and  providers.  The  effect  of  recipient  misunderstand- 
ing is  reflected  in  misuse,  inappropriate  use,  and  overuse  of  the  pro- 
gram. The  effect  on  providers  can  be  nonparticipation  in  the  program 
and  poor  use  of  resources. 

Little  attention  has  been  paid  to  making  the  consumer  an  informed, 
intelligent  user  of  services.  Educational  and  informational  programs 
executed  on  a  sound  communication  basis  could  affect  favorably  both 
the  cost  and  quality  of  health  care  in  the  Medicaid  program.  Providers 
also  need  a  better  understanding  of  the  Medicaid  program  and  the 
needs  of  Medicaid  recipients  as  well  as  guidance  in  how  best  to  work 
with  them.  Educational  and  informational  programs  for  beneficiaries 
and  providers  of  service  should  be  an  integral  part  of  all  programs 
which  finance  the  purchase  of  health  services. 

State  Medicaid  Programs  should  be  required  to  undertake 
educational  efforts  designed  to:  improve  recipients'  use  of 
the  Medicaid  program;  improve  the  health  of  Medicaid  recipi- 
ents through  preventive  education;  improve  providers'  use  of 
the  program;  and  provide  for  greater  participation  by  pro- 
vider and  consumer  in  the  planning,  implementation,  and  eval- 
uation of  the  program. 

In  order  to  assist  State  Medicaid  Programs  in  developing 
effective  educational  and  informational  programs,  guidelines, 
materials,  consultation  and  technical  assistance  should  be 
provided  by  HEW.  "Model  educational  programs"  should  be 
developed  in  consultation  with  the  States.  The  approach  used 
should  also  include  "outreach"  education  utilizing  potential 
Medicaid  beneficiaries.  Efforts  should  be  made  to  involve 
voluntary  health  agencies,  consumer  organizations  and  pro- 
fessional organizations,  many  of  which  have  substantial 
and  successful  health-education  experience. 
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ISSUES  AND  RECOMMENDATIONS 


Comprehensive  Health  Planning 

In  communities  where  voluntary  area  wide-planning  agencies  for  re- 
view of  hospital  construction  plans  have  been  effective,  communica- 
tion among  providers  and  the  sophistication  of  planning  decisions 
have  both  improved.  This  has  been  especially  true  in  States  where 
the  advice  of  these  agencies  has  been  used  for  certification-of-need  or 
reimbursement  decisions. 

Recognizing  that  the  complexity  of  the  health-care  system,  its  lack 
of  sensitivity  to  community  needs  not  directly  related  to  hospital-based 
services,  and  rising  health-care  costs  all  called  for  more  dramatic  and 
ambitious  local  efforts,  the  Federal  Government  sought  to  promote 
more  comprehensive  and  effective  local  health  planning  through  direct 
financial  support  and  leadership  under  the  Partnership  for  Health 
Act. 

The  results  to  date  are  generally  disappointing.  While  126  areawide 
comprehensive-health-planning  (CHP)  agencies  are  receiving  funds, 
only  36  are  carrying  out  full  planning  programs.  The  remainder  are 
in  the  organizational  stage,  and  most  are  doing  some  planning.  But 
this  is  slow  progress  toward  the  estimated  250-300  required  to  cover 
the  Nation.  Considerable  confusion  exists  as  to  what  the  agencies' 
role,  function,  and  authority  should  be,  and  there  seems  to  be  insuffi- 
cient clarification  coming  from  Washington.  Financial  support  is  far 
short  of  the  amount  needed.  (Conservative  estimates  would  require 
more  than  four  times  the  amount  planned  for  fiscal  year  1971.)  The 
relationship  between  local  CHP  agencies  and  other  Federally- 
supported  activities,  e.g.,  Kegional  Medical  Programs  (RMP),  is  also 
confusing.  Several  months  ago,  the  Secretary  asked  the  Congress, 
through  the  proposed  Health  Services  Improvement  Act  (HSIA),  to 
renew  the  authority  for  CHP,  RMP,  and  for  the  National  Centers  for 
Health  Services  Research  and  Development  and  Health  Statistics. 

While  the  Task  Force  generally  endorses  the  need  to  continue 
these  and  some  of  the  proposed  efforts  to  improve  coordina- 
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tion  among  the  programs,  it  urges  greatly  expanded  Federal 
efforts  to: 

1.  Clarify  expectations  for  such  agencies  without  specifying 
specific  procedures  or  requiring  one  all-purpose  model, 

2.  Make  adequate  funds  available  to  create  agencies  with 
quality  staffs  in  every  area  of  the  country. 

3.  Upgrade  Federal  administration  of  Comprehensive  Health 
Planning,  Regional  Medical  Programs,  and  the  National 
Center  for  Health  Statistics  to  ensure  consistent  leader- 
ship and  support  for  local  efforts  and  to  reduce  nonproduc- 
tive administrative  burdens. 

The  Task  Force  believes  that  irrespective  of  the  proposed  HSIA, 
HEW  needs  to  take  some  vigorous  steps  to  improve  local-planning 
activities.  We  believe  that  local-planning  agencies  can  and  must  make 
an  important  contribution  in  improving  the  delivery  of  health  serv- 
ices, and  that  by  furnishing  support  and  guidance  for  these  agencies, 
the  Federal  Government  has  an  opportunity  in  planning,  as  in  financ- 
ing and  management,  to  impel  action  toward  the  desired  goal  of 
improved  health-service  effectiveness.  On  a  matching  basis,  the  Fed- 
eral Government  should  support  local  and  areawide  health-planning 
agencies  in  every  area  of  the  country  and  should  provide  the  leader- 
ship and  technical  assistance  required  to  help  them  become  a  vital  part 
of  the  emerging  health  system. 

Recommended  Goals,  Role:  Local  CHP  Agencies 
The  purpose  of  CHP  agencies  should  include  the  following: 

1.  Promote  systems  of  comprehensive,  high  quality  health  services 
that  maximize  the  satisfaction  of  the  consuming  public  as  well  as 
professional  health- care  workers  and  make  the  most  effective  and 
efficient  use  of  resources. 

2.  Bring  providers  and  consumers  together  in  a  constructive  relation- 
ship to  exchange  viewpoints,  to  assist  in  the  identification  of  health 
needs,  to  develop  recommendations  concerning  community  health 
goals  and  priorities  and  to  promote  a  fair  allocation  of  resources 
to  health. 

3.  Improve  planning  and  decisionmaking  within  the  component  parts 
of  community  health-care  systems  and  encourage  a  community  per- 
spective as  an  integral  part  of  all  investment  decisions. 

4.  Promote  efforts  to  ensure  an  adequate  supply  of  the  various  forms 
of  health  manpower. 
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5.  Promote  and  support  (technically)  experiments  and  innovations 
for  improving  the  quality  and  efficiency  of  health  care. 

6.  Kelate  health  planning  to  the  broader  aspects  of  urban  planning, 
environmental  efforts  and  other  public  and  private  areas  which 
influence  health  status  or  have  health  components.  The  health- 
planning  agency,  while  concerned  with  these  broader  problems, 
should  focus  its  own  efforts  primarily  on  planning  for  the  delivery 
of  health-care  services. 

7.  Advise  public  and  private  organizations  that  make  decisions  con- 
cerning the  use  of  resources  at  local,  State,  and  national  levels  to 
increase  the  likelihood  that  such  decisions  are  in  the  best  interest 
of  the  total  community. 

The  functions  of  CHP  agencies  should  include  the  following: 

1.  Develop  planning  tools,  including  fact-finding  concerning  needs 
and  resources,  the  identification  and  evaluation  of  alternative 
courses  of  action,  the  establishment  of  guidelines  for  orderly 
development  of  services  and  facilities  and  the  identification  of 
health  goals  and  health  priorities. 

2.  Assist  individual  institutions,  agencies,  and  community  groups  to 
improve  their  planning  capabilities,  help  them  make  use  of  plan- 
ning tools,  stimulate  them  to  use  sound  planning  principles  and 
methodologies,  encourage  them  to  explore  and  consider  relevant 
alternatives  and  to  plan  for  themselves  within  a  framework  of 
total  community  planning  in  appropriate  relationship  with  other 
institutions. 

3.  Articulate  a  statement  of  community  health  goals  and  priorities 
and  evaluate  progress  toward  meeting  them  through  compilation 
and  publication  of  indexes  measuring:  health  status,  accessibility 
of  health  services  and  health-service  costs  of  various  components 
of  the  community's  health-care  system. 

4.  Review  and  comment  on  major  capital  and  program  proposals  of 
individual  institutions  and  agencies  in  terms  of  their  conformity 
to  demonstrated  community  need,  their  financial  feasibility,  their 
consistency  with  community  priorities  and  the  degree  to  which 
they  were  developed  in  accordance  with  sound  planning  principles. 

5.  Advise  decisionmakers,  including  the  State  planning  agency,  the 
Federal  Government  and  public  and  private  agencies,  concerning 
the  most  appropriate  use  of  resources  within  the  community. 

6.  Act  as  a  spokesman  for  community-health  interests  with  the  State 
and  Federal  Governments  and  other  outside  interests. 
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7.  Develop  and  maintain  professional  relations,  liaison  with  organized 
community  groups,  local  governmental  relations,  and  general  pub- 
lic relations  in  order  to  increase  the  likelihood  that  planning  is 
relevant,  to  achieve  maximum  acceptability  and  use  of  planning 
tools,  and  to  enhance  the  probability  that  implementation  will  be 
effective. 

8.  Vigorously  promote  the  development,  implementation  and  accept- 
ance of  efforts  to  find  new  arrangements  and  techniques  for  meeting 
the  health-care  needs  of  the  community  through  planning  sup- 
port; through  communication  linkage  with  consumer,  provider 
and  public  groups;  and  through  use  of  its  public  information 
capabilities. 

The  Task  Force  believes  that  the  goals  set  forth  for  the  local  planning 
("a")  agencies  can  best  be  accomplished  by  a  non-profit  corporation 
that  is  primarily  rooted  in  the  non-governmental  sector  and  that  has 
strong  support  within  the  community.  In  the  final  analysis,  the  sup- 
port of  powerful  local  forces  must  result  from  their  conviction  that 
the  CHP  agency  is  an  effective  resource  for  improving  local  health- 
care systems. 

Nevertheless,  friendly  persuasion  and  stature  by  association  alone  are 
not  likely  to  provide  CHP  agencies  with  the  entree  and  the  influence 
they  need  if  they  are  to  plan  the  key  role  required  by  the  present  state 
of  our  health-care  system.  The  Task  Force  does  not  recommend  that 
the  local  CHP  agency  be  vested  with  broad  decisionmaking  powers. 
Instead,  the  local  agency  should  serve  in  an  advisory,  consultative, 
facilitative  role;  authority  to  franchise  health  facilities,  allocate  in- 
vestment resources,  and  approve  project  grants  should  rest  with  public 
agencies,  which  can  act  upon  the  advice  of  local  agencies  as  well  as 
upon  representations  from  local  consumers  and  providers. 

The  authority  of  the  local  CHP  agency  must  be  buttressed  by 
the  opportunity  to  advise  fiscal  authorities  (public  and  pri- 
vate) concerning  the  uses  of  funds  in  accordance  with  sound 
planning  advice.  All  fiscal  authorities  (public  and  private) 
should  maintain  and  use  internal  mechanisms  for  obtaining 
and  taking  into  account  the  advice  flowing  from  the  agency, 
although  they  should  not  be  bound  to  follow  such  advice. 

Federal  leadership  should  be  used  to  encourage  all  agencies 
involved  in  the  financing  of  operating  or  capital  costs  of 
health  care  to  seek  the  counsel  of  planning  agencies.  This 
should  include  insurance  companies,  banks,  savings  and  loan 
companies  and  such  nonfiscal  groups  as  the  American  Insti- 
tute of  Architects. 
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The  agency  should  be  given  the  right  to  review  and  comment 
on  all  applications  for  Federal  and  State  funds  for  health 
and  health-related  activities.  It  should  be  given  the  right  by 
all  public  and  private  fiscal  authorities  to  review  and  com- 
ment on  requests  for  capital  funds,  on  appropriate  directions 
in  the  purchase  of  services,  and  on  requests  for  special  pur- 
pose funds.  The  same  right  should  be  extended  in  connection 
with  requests  for  major  program  developments  by  health- 
care institutions  and  agencies.  The  agency  should  also  be 
given  and  take  advantage  of  the  opportunity  to  advise  all 
fiscal  authorities  generally  on  the  most  appropriate  use  of 
financial  resources  for  health  to  assist  such  fiscal  authorities 
with  their  own  planning. 

The  agency  should  have  rights  of  access  to  data  maintained 
by  health-care  providers  within  the  community  for  purposes 
of  developing  statistical  surveys  of  health  status,  availability 
of  services  and  comparative  costs  of  alternative  institutions 
and  sub-systems.  Such  access  should  be  required  as  a  con- 
dition of  participation  in  federally-financed  programs. 

Where  formal  regulatory  mechanisms  are  used  to  review  and 
approve  capital  projects,  it  must  be  recognized  that  they  con- 
stitute legally  authorized  control  mechanisms  and  are  part  of 
the  regulatory  function  of  State  government,  rather  than  a 
planning  mechanism.  For  such  control  measures,  final  author- 
ity should  be  vested  in  a  State  agency  rather  than  local 
agencies  responsible  for  comprehensive  health  planning.  In 
such  cases,  the  State  agency  should  seek  and  use  the  advice 
and  the  review  and  comment  functions  of  the  local  and  State- 
wide CHP  planning  agencies,  although  it  need  not  necessarily 
be  bound  to  accept  such  advice. 

Federal  Role 

Adequate  and  stable  funding  must  be  assured  to  create  effective  local 
planning  agencies  covering  the  entire  Nation.  The  Task  Force  estimates 
that  the  total  financial  requirements  for  the  250  to  300  local  plan- 
ning agencies  necessary  to  cover  the  entire  country  would  be  approxi- 
mately $100  million  annually.  This  estimate  is  based  on  the  functions 
described  here.  At  current  matching  rates,  approximately  50  percent 
of  this,  or  $50  million,  would  be  Federal  money.  This  is  a  large  increase 
over  the  $10  million  now  allocated,  but  in  view  of  the  $60  billion  size 
of  the  health  industry  and  the  need  for  better  planning,  an  investment 
of  this  size  seems  merited. 
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The  Federal  matching  share  for  CHP  agencies,  local  and 
State,  should  be  flexible  enough  to  provide  adequate  support 
for  those  agencies  unable  to  obtain  matching  funds.  The  stat- 
ute does  authorize  Federal  matching  up  to  75  percent,  and 
this  authority  should  be  used,  especially  where  a  larger  Fed- 
eral share  is  needed  to  get  a  local  agency  on  its  feet. 

Additionally,  a  progressive  step -down  of  the  Federal  share  from  100 
percent  to  50  percent  over  a  period  of  years  should  be  considered.  This 
would  allow  the  agency  to  mature  and  gain  local  support  as  it  demon- 
strates its  value. 

All  Federal  requirements  for  the  organization  of  areawide 
planning  ("b")  agencies  should  be  immediately  reviewed  with 
the  goal  of  streamlining  the  grant  process  and  removing 
unnecessary  obstacles  hampering  development. 

Current  grant  procedures  are  time-consuming  and  Federal  require- 
ments for  "b"  agencies  have  been  changed  often.  As  a  result,  many 
agencies  have  been  forced  to  spend  much  time  organizing  instead  of 
performing  their  designated  functions,  thus  contributing  to  the  slow 
development  of  local  planning. 

In  addition  to  clarifying  the  goals,  functions  and  authority 
of  local  planning  agencies,  and  providing  them  with  ade- 
quate financial  support,  HEW  must  be  prepared  to  increase 
both  the  focus  and  the  effectiveness  of  its  technical  assist- 
ance to  local  agencies. 

While  technical  assistance  can  take  many  forms,  including  regional 
conferences  to  exchange  techniques  and  ideas,  a  major  objective  of 
Federal  assistance  must  be  the  upgrading  of  institutional  planning. 
Specifically,  as  mentioned  previously,  HEW  should  use  its  purchas- 
ing power  through  Medicare  and  Medicaid  to  require  standardized 
accounting  and  statistical  formats  including,  for  the  larger 
health-care  institutions,  provisions  for  classifying  data  for  pro- 
gram-budgeting as  well  as  cost-accounting  purposes. 

While  the  Health  Cost  Effectiveness  Amendments  require  participat- 
ing hospitals  to  compile  such  data,  we  recognize  that  many  institutions 
are  some  distance  from  being  able  to  meet  these  requirements.  The 
local  CHP  agency  should  be  able  to  assist  local  health  institutions  to 
develop  the  planning  and  analytical  tools  they  badly  need  and  Federal 
assistance  will  be  needed  in  most  cases  for  this  to  occur. 
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The  Federal  Government  should  take  steps  to  help  recruit 
an  adequate  supply  of  manpower  for  planning  agencies, 
including  supporting  training  of  planners  and  other  disci- 
plines relevant  to  the  planning  process. 

In  this  regard,  the  10  percent  reduction  in  the  section  309  formula  for 
schools  of  Public  Health  Administration  is  seen  as  a  step  backward. 

Moreover,  to  accelerate  the  availability  of  manpower  in  the 
immediate  future,  increased  funding  for  in-service  training 
should  be  made  available.  Support  should  be  provided  for  all 
disciplines  relevant  to  the  planning  task. 

State  Role 

Certain  State  health  activities  have  a  direct  influence  on  the  effective- 
ness of  HEW  programs  because  of  the  important  roles  States  play  in 
the  planning  and  delivery  of  health  services.  While  there  is  wide  varia- 
tion among  the  States  as  to  methods,  all  perform  key  functions  in 
regulating,  planning  services  and  facilities,  and  in  delivering  certain 
kinds  of  services.  Our  recommendations  are  designed  to  improve  and 
facilitate  certain  of  these  roles.  The  concepts  of  Federal  matching, 
streamlining  of  grant  process,  and  technical  assistance  should  also  be 
considered  for  acceleration  of  growth  and  development  of  "a" 
agencies. 

We  believe  that  the  States  should  move  strongly  to  create  a  manage- 
ment capability  similar  to  that  we  have  suggested  for  HEW.  States 
must  have  the  capability  to  define  goals,  structure  programs  to  achieve 
them  and  evaluate  progress. 

The  State  Comprehenive  Health  Planning  Agency  should 
play  a  primary  role  in  the  integration  and  coordination  of 
all  State  health  functions.  It  should  serve  an  analytic  func- 
tion and  draw  together  into  a  more  comprehensive  form  the 
many  State  plans  for  individual  functions  (Hill-Burton), 
diseases  (TB)  and  programs  (mental  health,  Medicaid). 

State  activities  in  health  are  often  fragmented  much  like  those  of 
HEW.  The  State  CHP  agency  can  serve  as  an  integrating  force  coor- 
dinating Federal,  State  and  private-sector  activities  in  order  to 
ensure  concerted  action  and  to  identify  major  unmet  needs.  The  objec- 
tive should  be  to  promote  and  enhance  local  efforts  at  coordination. 
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The  State  health-planning  agency  should  be  as  close  to  the  governor's 
office  as  possible  in  order  to  have  maximum  impact  on  other  State 
planning  agencies — particularly  those  with  a  potential  impact  on 
health  status  (e.g.,  housing,  education,  air  and  water  pollution),  but 
such  placement  should  not  weaken  the  agency's  concern  for  health 
issues. 

Federal  formula  grants  to  States  are  increasingly  taking  the  form  of 
contractual  relationships  based  on  performance  objectives.  The  State 
agency  should  participate  in  setting  these  performance  standards  and 
in  monitoring  performance  of  operating  agencies  within  the  State. 

The  State  health-planning  agency  should  have  the  right  to 
review  and  comment  on  all  Federal  grant  proposals  as  well 
as  State-funded  programs.  Further,  it  should  comment  on 
all  new  health  facilities  and  major  health-program  develop- 
ments. Third-party  financing  agencies,  both  public  and 
private,  should  consider  these  recommendations  in  their 
decisionmaking. 

The  State  agency  should  have  the  right  to  make  recommendations 
about  new  health  facilities,  but  it  should  not  have  final  authority.  Its 
focus  should  be  on  planning  and  necessary  analysis  and  data-gather- 
ing for  good  planning  on  a  statewide  basis  rather  than  decisionmak- 
ing. The  organizations  that  provide  payment  should  have  this 
responsibility. 

To  date,  comprehensive  health  planning  has  not  had  sufficient  im- 
pact on  the  cost  and  distribution  of  health  services. 

To  be  effective,  the  planning  process  must  impact  on  those  institutions 
making  decisions  that  affect  the  cost  and  distribution  of  these  services. 
In  assisting  these  institutions,  the  local  health-planning  agency  must 
function  in  a  context  which  provides  for  authoritative  decisions  re- 
garding the  appropriateness  of  proposals  to  expand  health-service  ca- 
pacity. An  impact  early  on  the  institutional-plaiming  process  is  nec- 
essary so  that  the  consequences  of  individual  decisions  are  immediately 
apparent  to  the  agency  making  them. 

The  Task  Force  believes  that  the  issue  is  of  great  importance  in  at- 
tempting to  rationalize  the  distribution  of  health  services  and  rec- 
ommends intensive  study  of  Federal  and  State  mechanisms  for 
introducing  discipline  into  the  planning  process,  e.g.,  certificate-of- 
need,  franchising  and  the  use  of  purchasing  power  as  a  reward  or 
penalty. 
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ISSUES  AND  RECOMMENDATIONS 


Long-Term  Care 

In  fiscal  year  1969,  over  $2.4  billion  was  spent  on  nursing-home  care, 
almost  $1.8  billion  of  which  was  provided  from  public  funds.  These 
figures  have  been  growing  rapidly,  as  services  have  expanded  to  meet 
demands  of  increasing  numbers  of  patients.  With  nearly  one  out  of 
every  three  Medicaid  dollars  going  for  skilled  nursing-home  care,  the 
importance  of  the  problem  of  long-term  care  is  clear.  Behind  these 
numbers  lies  the  stark  fact  that  long-term  care  in  an  institutional 
setting  is  becoming  an  inevitable  burden  of  the  later  years  of  life.  The 
breakdown  of  the  traditional  family  structure  and  the  impact  of 
technology  on  longevity,  if  not  vitality,  must  be  factored  into  income- 
maintenance,  housing,  health  and  education  programs  for  the  aging. 

The  problem  is  massive  in  terms  of  financial  and  social  costs  and  can- 
not be  handled  effectively  through  medical-care  programs  and  facili- 
ties. What  is  needed  is  a  more  realistic  and  comprehensive  strategy 
for  responding  to  the  needs  of  our  aging  citizens  backed  up  by  pro- 
grams which  can  deal  effectively  with  the  full  range  of  medical,  per- 
sonal-support, residential  and  social  problems. 

With  respect  to  existing  programs,  two  conclusions  stand  out : 

•  Long-term  care  is  a  neglected  and  underdeveloped  program  area. 

•  Medicaid  and  Medicare  are  not  efficient  and  effective  mechanisms 
for  dealing  with  the  problem. 

Major  attention  has  been  focused  on  the  problems  of  medical  care  at 
one  end  of  the  spectrum  and  of  income  maintenance  at  the  other. 
Overlooked  is  the  special  need  for  long-term  care,  which  is  something 
less  than  one  and  something  more  than  the  other.  Neither  Medicaid 
nor  Medicare  was  designed  to  deal  with  it,  and  the  failure  to  address 
the  problem  directly  distorts  the  operations  and  inflates  the  costs  of 
these  medical-care  programs.  The  focus  of  present  programs  is  almost 
solely  on  medical  care.  Once  his  medical  condition  is  stabilized,  the 
patient  is  returned  to  an  unaltered  social  environment.  His  needs  for 
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daily  assistance  in  eating,  bathing,  dressing,  and  going  to  the  toilet — 
what  nursing-home  people  call  "personal  care" — as  well  as  the  need 
for  social  stimulation,  are  often  left  unattended  or  inadequately  at- 
tended. The  tendency  now  is  to  control  total  commitments  of  Medicare 
and  Medicaid  by  reducing  the  duration  and/or  initial  utilization  of 
nursing-home  services.  While  this  may  make  immediate  sense  in  view 
of  the  fact  that  some  recipients  need  a  lower  level  of  care  than  skilled 
nursing,  which  is  intended  to  be  provided  by  these  medical  programs, 
the  increased  probability  of  need  for  long-term  care  during  one's  later 
years  should  be  recognized  in  some  way.  A  method  of  financing  long- 
term  care  should  be  developed  in  relation  to  the  financing  of  medical- 
care  programs  and  the  income-maintenance  programs.  (It  should  be 
noted  that  most  "National  Health  Insurance"  proposals  do  not  cover 
long-term  care.) 

There  must  be  greater  public  commitment  to  improving  long-term  care 
services.  This  would  include  developing  effective  means  of  control  and 
regulation,  and  creating  incentives  for  the  improved  delivery  of  long- 
term-care  services. 

Piecemeal  modifications  of  the  Medicare  and  Medicaid  programs 
cannot  deal  effectively  with  the  long-term-care  needs.  Furthermore, 
if  a  positive  program  is  not  developed  to  provide  long-term-care  serv- 
ices, the  medical-care  programs  will  become  increasingly  distorted. 

The  Task  Force  therefore  recommends  that  the  Department 
of  Health,  Education,  and  Welfare  develop  a  policy  which 
addresses  directly  the  need  for  long-term-care  services  and 
recognizes  that  a  long-term-care  program  has  these  compo- 
nents: 

1.  Personal-support  services  (chronic  care,  general  nursing  super- 
vision, intermittent  technical  nursing  services,  psycho-social  ac- 
tivities and  assistance  with  daily  living)  aimed  at  improving 
the  quality  of  life  for  people  with  long-term  disabilities, 

2.  Residential  services  (room  and  board),  and 

3.  Medical,  dental  and  psychiatric  services,  when  needed. 

The  policy  must  also  comprehend  that  a  long-term-care  program 
includes  delivery  of  services  in  the  home,  in  institutions,  and  to  all 
age  groups. 

The  forthcoming  two  White  House  Conferences  (on  Children  and 
Youth  and  on  Aging)  offer  appropriate  and  timely  forums  for  the 
presentation  and  discussion  of  such  an  approach. 
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The  following  recommendations  are  specific  proposals  for  changes  in 
the  provisions  applying  to  Skilled  Nursing  Homes  (SNH's)  in  Medi- 
caid, Extended  Care  Facilities  (ECF's)  in  Medicare  and  Intermediate 
Care  Facilities  (ICF's)  in  Public  Assistance.  These  recommendations 
assume  that  the  needs  for  long-term  care  can  be  met  only  in  small 
part  through  Medicaid  and  Medicare.  Furthermore,  these  recom- 
mendations are  designed  to  strengthen  the  social  content  of  the  Skilled- 
Nursing-Home  Regulation,  to  change  criteria  for  admission  to  the 
ECF  care,  to  clarify  the  benefit  definitions,  to  take  specific  actions 
to  assemble  information  and  to  develop  a  community  component 
necessary  to  deliver  long-term-care  services. 

Activity  Planning  in  Skilled  Nursing  Homes  in  Title  XIX 

The  provision  of  a  stimulating  environment  where  each  person  may 
function  as  independently  as  possible  should  be  the  goal  of  long-term 
care.  This  is  not  given  adequate  recognition  in  current  regulations. 
Each  skilled  nursing  home  should  be  required  to  include  on  its  staff 
(or  have  the  part-time  services  of )  a  capable  person  to  develop  and 
direct  a  plan  or  program  individually  tailored  to  the  psycho-social 
needs  of  each  resident.  This  staff  person  would  have  responsibility 
for  marshalling  community  and  institutional  resources  to  serve  the 
needs  and  interests  of  residents.  The  regulations  should  set  forth  the 
nature  and  purpose  of  such  a  program  rather  than  prescribe  a  stand- 
ardized set  of  procedures. 

Skilled-Nursing-Home  Regulations  under  title  XIX  should 
require  activities  programming. 

Skilled  Nursing  Homes  in  Title  XIX  Welfare  Agency  Follow-Up 

Following  placement  of  a  patient  in  a  nursing  home,  most  welfare 
agencies  generally  maintain  very  little  contact  with  him.  Under  Fed- 
eral regulations,  at  least  one  visit  per  year  to  every  assistance  recipient, 
including  a  recipient  in  an  institution,  is  required.  Frequently,  this 
is  the  only  direct  contact  a  person  can  expect  to  have  with  agency 
staff  after  he  has  been  placed  in  a  nursing  home.  Some  30  to  35  percent 
of  all  recipient-patients  in  nursing  homes  have  no  immediate  relatives, 
and  except  for  the  welfare  agency  visit,  most  of  them  have  no  contact 
with  the  world  outside  the  institution.  No  one  outside  the  institution 
is  concerned  with  whether  or  not  their  needs  are  being  met.  The 
agency  is  out  of  personal  touch  with  the  patient  and  may  be  unaware 
of  changes  in  his  condition  that  might  indicate  changes  in  the  care 
which  he  needs  and  for  which  the  agency  is  paying. 
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Federal  regulations  for  title  XIX  should  require  that  all 
recipient-patients  in  nursing  homes  be  visited  by  a  public 
assistance  agency  staff  member  as  needed,  but  not  less  often 
than  quarterly. 

Extended-Care  Benefits  in  Title  XVIII 

The  purpose  of  the  Medicare  program  is  to  remove  the  major  financial 
burden  of  acute  medical-care  services  from  the  aged  population.  The 
program  has  had  great  success  in  achieving  this  goal.  However,  since 
its  inception,  there  has  been  difficulty  in  differentiating  acute  medical 
conditions  from  terminal  conditions,  chronic  disability  and  related 
social  factors  which  influence  the  institutional  placement  of  patients. 

While  there  was  concern  in  drafting  Medicare  legislation  for  possible 
involvement  in  long-term  care,  which  was  not  intended  to  be  covered 
under  the  statute,  there  was  also  pre-occupation  with  preventing  over- 
utilization  of  high-cost  hospital  beds.  Hence,  a  special  "extended-care" 
benefit  was  designed  as  part  of  the  hospital-insurance  program.  Some 
special  extended-care  facilities  (ECF)  were  developed  either  as  hos- 
pital-based or  free-standing  entities  in  response  to  the  Medicare  legisla- 
tion, but  most  ECF  services,  by  far,  are  provided  in  nursing  homes 
across  the  country  which  have  been  certified  as  extended-care  facilities. 

As  the  hospital-insurance  program  has  evolved,  increased  administra- 
tive emphasis  has  been  given  to  assuring  the  appropriateness  of  deter- 
minations dealing  with  coverage  of  care  provided  to  beneficiaries  in 
extended-care  facilities.  Operationally  it  has  been  necessary  to  stress 
that  the  Medicare  legislation  provided  extended-care  benefits  as  an 
extension  of  the  hospital  benefit,  on  a  relatively  short-term  basis,  and 
not  within  the  context  of  the  traditional,  long-term  nursing-home 
experience. 

The  Social  Security  Administration  (SSA)  defined  eligibility  criteria 
for  the  extended-care-facility  benefit  based  on  the  need  for  general 
medical  management  and  skilled  nursing  care  on  a  continuing  basis. 
Intermediary  Letter  No.  371  (issued  April  1969),  which  details  the 
factors  to  be  taken  into  account  in  determining  coverage  of  care  in  an 
ECF,  has  resulted  in  intermediary  denials  of  ECF  claims  for  care 
which  is  not  covered.  There  has  been  considerable  reaction  from  nurs- 
ing-home administrators,  physicians,  intermediaries  and  patients  over 
denials,  particularly  retroactive  denials  involving  ECF  patients'  bill- 
ings. The  interest  is  in  some  method  of  determining  coverage  before 
admission,  especially  since  SSA  reported  recently  that  during  calendar 
year  1969  the  claims-denial  rate  for  admissions  to  extended-care  facili- 
ties increased  from  2  percent  to  7  percent. 
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The  term  "extended,"  as  used  in  the  extended-care- facility  concept, 
does  not  refer  to  the  provision  of  care  over  an  extended  period,  but 
rather  to  a  need  for  continuous  skilled  nursing  care — i.e.,  active  treat- 
ment as  an  extension  of  inpatient  hospital  care  and  as  an  appropriate 
alternative  to  it.  With  current  estimates  of  average  length  of  stay  in  ex- 
tended-care facilities  approaching  45-50  days,  these  data  suggest  that 
some  of  the  ECF  services  being  provided  under  title  XVIII  more 
closely  resemble  a  nursing-home  model  than  an  extension  of  the  hos- 
pital experience. 

While  the  concept  of  a  post-hospital  benefit  is  valid,  the  medical  cir- 
cumstances of  some  hospitalized  patients  (who  could  be  moved  to 
less-intensive  levels  of  institutional  care  for  an  immediate  period  of 
recuperation  or  who  may  become  destined  to  long-term  care)  do  not 
lend  themselves  to  the  fine  coverage  distinctions  required  by  present 
law.  It  would  seem,  therefore,  to  be  more  equitable,  more  manageable 
administratively,  and  more  comprehensible  to  beneficiaries  to  define 
program  financial  responsibility  by  providing  access  to  a  limited  num- 
ber of  days  of  covered  services,  rather  than  attempting  to  set  tight 
medical  criteria  for  admissions,  based  on  the  key  element  of  "con- 
tinuous skilled  nursing  care." 

The  extended-care  benefit  should  be  redefined  and  revised 
to  eliminate  existing  confusion  and  reduce  administrative 
complexity.  This  restructuring  should  include  the  following 
elements: 

1.  Eligibility  for  admission  to  an  extended-care  facility 
should  be  determined  in  the  same  manner  as  admission  to 
a  hospital,  i.e.,  on  the  clearly  stated  determination  by  the 
physician  of  the  need  for  admission. 

2.  The  extended-care-facility  benefit  should  not  exceed  a  rel- 
atively short  period  of  fixed  duration  to  be  determined  by 
analysis  of  the  extended-care-facility  program  experience 
and  of  its  costs. 

3.  The  definition  of  a  skilled  nursing  home  in  title  XIX 
should  be  incorporated  by  reference  in  the  extended-care 
facility  definition  in  title  XV III,  or  other  steps  should  be 
taken  to  eliminate  subtle  and  unnecessary  distinctions 
between  the  institutions  eligible  to  furnish  these  two  types 
of  services. 

If  there  is  concern  that  the  recommended  change  in  duration  will  re- 
sult in  a  deliberalization  of  coverage  for  persons  who  need  continuous 
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skilled  nursing  care  (up  to  100  days  under  present  law),  it  would  be 
possible  to  combine  the  new  short- duration  benefit  with  the  present 
benefit.  Under  such  an  arrangement,  a  person  actually  requiring  con- 
tinuous skilled  nursing  care  when  the  short-duration  benefit  runs  out 
could  be  certified  for  the  regular  ECF  benefit  based,  however,  on 
careful  review  of  his  medical  status  by  a  special  utilization  review. 
While  such  a  further  certification  has  in  it  some  of  the  same  elements 
of  uncertainty  that  exist  under  present  law,  it  could  occur  in  an  or- 
derly manner  while  the  individual  is  in  his  initial  period  of  short- 
duration,  nursing-home  care  for  which  he  has  been  certified  by  his 
physician,  thereby  removing  much  of  the  uncertainty  of  whether 
admission  to  the  nursing  facility  would  be  recognized  at  the  outset 
as  necessary. 

Control  Mechanisms  for  Certified  Nursing  Facilities 

Because  data  on  long-term-care- facilities  are  not  easily  aggregated 
and  compared,  there  should  be  an  attempt  for  nursing  facilities  cer- 
tified under  Medicaid  and  Medicare  to  standardize  management  infor- 
mation, implement  minimum  uniform  procedures  and  establish 
exception  limits.  The  claims-review  process  should  continue  to  be  per- 
formed by  the  program-administering  agency  and  a  utilization-re- 
view competence  should  be  developed  applicable  to  both  types  of 
benefits. 

Utilization  review  through  data  analysis  and  exception  limits  cannot 
be  made  operational  in  the  near  future.  There  should  be,  however,  an 
on-site  review  process  to  assess  the  quality  and  appropriateness  of 
medical,  nursing  and  social  services  being  delivered  to  the  individual 
at  the  program  expense.  This  is  broader  than  the  medical-review 
process  in  title  XIX.  It  should  include  disciplines  other  than  the 
physician's  and  should  be  termed  performance  review.  Changes  in 
law  and  regulations  should  reflect  these  changes  in  concept  and  ter- 
minology. 

The  Department  should  establish  clearer  definitions  of  the 
management  mechanisms  for  the  review  of  provider  per- 
formance in  delivery  of  long-term-care  services. 

Intermediate-Care  Facilities  in  Public  Assistance 

A  skilled  nursing  home  and  an  intermediate-care  facility  both  pro- 
vide long-term-care  services  and  have  many  similarities.  In  some 
States,  however,  administration  of  the  skilled-nursing-home  program 
is  separated  from  the  administration  of  intermediate-care-facility 
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provisions.  The  two  provisions  should  be  administered  in  a  common 
context.  It  would  be  more  logical  than  to  separate  the  two  elements 
of  long-term  care. 

The  Department  of  Health,  Education,  and  Welfare  should 
consider: 

•  That  the  Intermediate-Care  Facility  remain  generally  de- 
fined as  a  zone  of  personal  and  residential  service  between 
the  Skilled  Nursing  Home  and  the  domiciliary  institution 
to  allow  flexibility  to  the  States  for  further  definitions. 

•  That  the  regulation  on  Intermediate-Care  Facilities  be 
strengthened  to  require  activity  programming  to  provide 
a  creative  and  constructive  environment  in  these 
institutions. 

•  That  in  relation  to  the  Medicare  program  the  Intermediate- 
Care  Facility  be  considered  a  long-term-care  and  not  a 
medical-care  institution;  particularly  that  a  stay  in  an 
Intermediate-Care  Facility  should  be  considered  to  break 
a  "spell  of  illness"  and  after  a  stay  for  a  sufficient  period 
of  time,  the  person  is  again  eligible  for  hospital-insurance 
benefits. 

•  That  the  benefits  for  Skilled-Nursing-Home  and  the 
Intermediate-Care-Facility  Programs  should  be  adminis- 
tered through  a  single  administrative  structure. 

Community  Placement  Consultation  Centers 

All  discussions  concerned  with  providing  and  financing  medical,  nurs- 
ing or  personal  services  to  individuals  who  are  incapacitated  eventu- 
ally come  to  the  problem  of  decisionmaking  on  the  setting  in  which 
services  are  to  be  delivered.  Remarks  of  "over-utilization"  or  "inappro- 
priate placement"  in  "higher  levels  of  care"  have  resulted  in  the  use 
of  the  term  "alternative."  For  all  its  simplicity,  it  is  difficult  to  know 
what  this  term  means.  Usually  it  refers  to  delivering  services  in  a 
different  setting  from  that  in  which  they  are  presently  being  de- 
livered and  assumes  that  the  "alternative"  is  (a)  of  lower  cost  or 
(b)  more  suited  to  meeting  patient  needs. 

Decisionmaking  on  placement  is  a  discriminating  action.  It  is  now 
sometimes  performed  by  a  health  or  welfare  agency,  or  by  the  indi- 
vidual's physician,  or  several  sources  in  concert.  It  requires  an  evalua- 
tion of  the  medical,  nursing  care  and  personal  services  needed  by  an 
individual,  an  appraisal  of  the  financial  resources  available,  a  knowl- 
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edge  of  the  types  and  of  the  financial  resources  available,  a  knowledge 
of  the  types  and  quality  of  existing  community  services  and  the  ability 
to  fashion  congruence  among  these  factors.  Good  information,  a  high 
degree  of  technical  skill  and  great  sensitivity  to  individual,  family 
and  community  needs  are  required.  It  is  unreasonable  to  expect  that 
each  physician,  hospital  or  family  faced  with  this  decision  can  make 
an  informed  judgment  when  each  must  gather  information  through 
their  own  resources.  The  continual  outcries  of  misuse  of  services  and 
public  money  is  additional  incentive  for  an  informed,  community- wide 
process. 

HEW  should  give  high  priority  to  the  development  of  Com- 
munity Placement  Consultation  Centers.  These  centers  would 
provide  professional  consultation  regarding  long-term-care 
services  and  placement  to  all  agencies  and  individuals  in  the 
community.  Emphasis  should  be  given  to  the  development  of 
such  functions  through  the  RMP,  CHP,  Model  Cities,  and 
National  Center  for  Health  Services  Research  and  Develop- 
ment and  Administration  on  Aging  Programs. 

It  is  highly  important  that  this  function  be  viewed  as  an  informa- 
tional and  consultative  resource  to  the  community  rather  than  one  that 
is  mandatory  and  directive  in  nature.  Its  strength  and  acceptance 
should  come  from  earned  credibility  based  upon  the  capability  of  its 
staff  and  the  quality  of  its  performance. 

In  order  to  function  properly,  this  agency  must  be  independent  of 
individual  programs  and  of  specific  institutions,  but  must  relate  to  all 
of  them.  This  is  a  costly  but  necessary  service  if  equity  and  optimal 
use  of  resources  is  to  be  maximized.  Money  must  be  made  available 
promptly  through  demonstration  grants  and  contracts  to  develop  these 
services  with  continued  financing  through  service  charges  to  individ- 
uals and  programs  with  local  community  supplements.  The  informa- 
tion generated  by  these  centers  can  be  of  immense  value  to  planning 
agencies  in  documenting  long-term-care  needs  and  illustrating  existing 
service  gaps. 

Management  Information 

The  data  available  on  long-term-care  resources,  services  and  expendi- 
tures are  fragmentary  and  generally  inadequate.  HEW  supports 
extensive  programs  which  provide  institutional  and  home-based  long- 
term-care  services,  and  very  considerable  private  funds  are  involved  in 
paying  for  these  services,  also.  What  are  these  programs  yielding  ?  Are 
the  results  related  to  the  expenditure  levels?  How  are  these  services 


90 


financed  ?  Is  their  distribution  adequate  and  are  they  accessible  to  per- 
sons who  need  them  ?  The  growing  need  and  the  increasing  demand  for 
these  services  and  the  relationship  between  long-term  care,  hospital  and 
medical  care  in  general,  highlight  the  need  for  more  usable  program- 
management  information. 

Three  agencies  of  HEW  collect  some  long-term-care  data.  The  Of- 
fice of  Research  and  Statistics  of  the  Social  Security  Administration 
publishes  national  health-expenditures  data,  which  include  a  nursing- 
home  component.  It  assembles,  also,  considerable  related  data  derived 
from  Medicare  coverage  in  EOF's  and  home-health  agencies.  The  Na- 
tional Center  for  Social  Statistics  collects  program  data  derived  from 
public  assistance  programs,  which  include  skilled-nursing-home,  in- 
termediate-care and  homemaker  services.  The  National  Center  for 
Health  Statistics  assembles  data  on  nursing-home  facilities — their 
number,  bed  capacity,  staff  patterns  and  other  characteristics.  A  num- 
ber of  other  HEW  components  provide  some  management  information 
for  their  own  programs,  as  do  agencies  of  several  other  Government 
Departments. 

However,  none  of  these  agencies  has  the  mandate  to  systematize  the 
information  available,  or  to  attempt  to  fill  some  of  the  substantial  gaps. 
The  effect  of  Federal  program  operations  cannot  be  accurately  as- 
sessed. Lacking  this  understanding,  it  is  difficult  to  mount  corrective 
or  supportive  action,  to  plan  and  budget  effectively  and  to  assess  pro- 
gram validity.  The  Office  of  Research  and  Statistics  of  the  Social  Se- 
curity Administration  is  viewed  as  the  most  natural  and  competent 
resource  for  a  coordinative  effort  because  of  its  close  relationship  with 
medical-care  and  social-insurance  programs  and  because  of  established 
research  capability. 

A  major  effort  should  be  undertaken  by  HEW  to  systema- 
tize, coordinate  and  improve  the  collection  and  analysis  of 
data  dealing  with  nursing-home  and  other  post-hospital  and 
long-term-care  resources,  expenditures  and  services.  This 
should  include  information  from  all  relevant  governmental 
and  nongovernmental  sources. 
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ISSUES  AND  RECOMMENDATIONS 


Long-Term  Financing  Policies 

The  Task  Force's  deliberations  were  punctuated  from  time  to  time  by 
news  headlines  and  documentaries  proclaiming  that  health  care  costs 
too  much  and  that  the  reason  is  abuse  of  the  system.  The  stories  and 
programs  unquestionably  distort  the  truth  on  occasion,  but  they  pro- 
vide clear  evidence  of  widespread  public  sentiment  that  present 
methods  of  financing  health  care  are  unsatisfactory.  Task  Force  con- 
clusions, for  the  most  part,  support  the  sentiment,  especially  for  the 
long  term. 

The  acuteness  of  the  problem  and  the  broad  concern  it  has  generated 
are  also  signified  by  the  many  proposals  being  submitted  to  the  Con- 
gress for  new  or  revised  ways  to  finance  health  care.  Although  the 
proposals  vary  significantly,  and  spring  from  widely  diverse  elements 
in  the  political  spectrum,  they  are  generally  referred  to  under  the 
inclusive  rubric,  "national  health  insurance."  Such  proposals  are  re- 
ceiving lively  attention  in  the  national  news  media  as  well  as  in  profes- 
sional circles.  Undoubtedly,  they  will  command  active  congressional 
consideration  soon. 

It  seems  to  us  vital  that  the  Department  develop  a  policy  position  on 
this  critical  and  controversial  health-care  issue.  Such  policy  is  neces- 
sary as  a  measure  against  which  to  appraise  the  proposals  which  Con- 
gress will  soon  be  considering.  It  also  seems  to  us  necessary  that  the 
Department  assume  the  initiative  on  an  issue  so  central  to  its 
responsibilities. 

The  complexity  and  dimensions  of  the  problem — particularly  the  econ- 
omic, fiscal  and  social  policy  implications — require  that  the  issue  be 
given  the  most  careful  thought  and  study.  Since  next  steps  may  well  set 
public  and  private  patterns  for  at  least  a  decade,  the  Nation  ought 
not  to  proceed  in  so  large  and  grave  a  policy  area  without  fully  in- 
formed debate.  Events  are  moving  rapidly,  however,  and  there  is 
limited  time  to  arrive  at  conclusions. 
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The  Task  Force  does  not  believe  that  it  is  the  appropriate  body  to  con- 
duct the  study  proposed  here.  Nor  did  the  press  of  its  work  and  its  own 
expiration  date  allow  the  necessary  time. 

We  recommend  that  the  Secretary  appoint  a  high-level  body 
to  undertake  promptly  a  study  directed  toward  development 
of  a  health-care  financing  policy  for  the  Nation.  The  group 
should  be  composed  of  persons  who  can  command  the  coun- 
try's respect  for  their  expertise,  technical  knowledge,  and 
demonstrated  competence  in  the  subject  matter  assigned.  It 
should  not  be  selected  to  represent  the  various  interests 
affected.  The  representational  function  is  better  served 
through  other  means.  The  group  should  be  furnished  an  able 
full-time  staff  of  technically  qualified  people.  It  should  plan 
to  complete  its  work  and  present  recommendations  to  the 
Secretary  in  time  to  be  ready  for  consideration  during  the 
1971  session  of  the  Congress. 

The  time  limitation  imposed  by  the  pressures  and  needs  in  this  field 
argues  against  the  undertaking  of  any  large  new  research  enterprise. 
Under  the  given  circumstances,  we  anticipate  an  expert  gathering  and 
analysis  of  existing  but  scattered  data,  knowledge  and  experience. 

The  Task  Force  wishes  to  pass  on  to  the  proposed  study  group, 
through  the  Secretary,  the  following  guidelines  derived  from  our 
year's  intensive  examination  of  health  programs  and  policies,  in  the 
hope  that  these  may  prove  to  be  of  assistance  in  its  important  task. 

Earlier  in  this  Eeport,  we  have  attempted  to  spell  out  the  reasons  for 
our  conclusion  that  present  financing  arrangements  for  the  existing 
and  potential  Medicaid  population  are  not  adequate  and  that  new  na- 
tional policy  for  health-care  financing  is  essential.  It  should  be  em- 
phasized that  the  term  "national  policy"  is  not  intended  to  mean  that 
we  call  for  a  single,  uniform  program  for  all  the  Nation  or  to  cover 
all  the  widely  ramified  aspects  of  total  health  financing.  A  national 
policy  can  and  should  permit  variety  and  adaptability  within  its  pur- 
view; it  does  not  preclude  fitting  together  various  approaches  into 
a  consistent  whole.  Our  observations  are  presented  in  two  parts: 

First,  we  present  a  list  of  central  and  necessary  objectives  against 
which,  we  believe,  long-range  financing  proposals  should  be 
evaluated. 

Second,  we  present  a  set  of  specific  issues  and  questions,  arising  out 
of  the  previously  stated  objectives,  that  we  believe  must  be  raised 
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in  respect  to  all  considered  financing  proposals — the  kind  of  ques- 
tions by  which  different  proposals  can  be  compared  and  appraised. 

We  hope  that  each  of  these  statements  may  serve  as  helpful  initial 
guidelines  in  the  challenging  work  of  the  new  study  group. 

Statement  of  Objectives 

The  Task  Force  recommends  that  any  proposed  method  of  financing  health 
care  should  meet  the  following  six  objectives: 

L  Prevent  Deprivation  of  Care 

•  No  individual  should  be  deprived  of  needed  health  care  because  of  inability 
to  pay,  just  as  no  individual  should  go  hungry  or  lack  adequate  housing  be- 
cause of  low  income. 

•  No  one  should  be  encouraged  to  delay  care  because  of  an  insurance  system 
that  will  not  pay  for  preventive  or  ambulatory  care  but  pays  for  hospitalized 
treatment  of  the  illness  that  may  ensue  as  the  result  of  inadequate  prior 
care. 

•  Access  to  care  in  this  system  should  not  be  based  upon  any  publicly-imposed 
means  test. 

2.  Prevent  Financial  Hardship 

No  family  should  suffer  substantial  financial  hardship  because  of  the  expenses 
of  unpredictable  illness  or  accident.  This  does  not  necessarily  imply  that 
there  should  be  no  charges  for  treatment;  it  may,  for  example,  mean  that 
no  family  should  have  to  expend  more  than  a  predetermined  fraction  of  its 
income  in  order  to  obtain  appropriate  medical  care.  A  national  policy  should 
not  have  limits  and  exclusions  that  make  the  costs  of  health  care  a  sub- 
stantial burden  for  an  individual  or  family. 

3.  Be  Responsive  to  Changing  Public  Preferences 

The  Nation  now  spends  more  than  $60  billion  a  year  on  health  care.  As  our 
economy  grows,  it  will  be  possible  to  devote  even  more  resources  to  this  area. 
There  will,  however,  always  be  worthwhile,  alternative  uses  of  national 
income  including  education,  housing  and  other  forms  of  personal  consump- 
tion. Medical  science  alone  cannot  determine  the  share  of  national  income 
that  should  be  devoted  to  health  care.  The  choice  among  higher  quality 
health  care,  more  education  and  more  expenditure  on  other  things  must 
reflect  the  preferences  of  the  people.  The  financing  method  should  make 
the  level  of  spending  on  health  responsive  to  these  public  preferences.  It 
should  neither  freeze  expenditures  at  current  levels  nor  lead  to  excessive 
future  investment  in  health  services. 

4.  Promote  Efficiency  and  Economy 

Whatever  the  chosen  quality  of  care,  a  financing  system  should  yield  incen- 
tives to  maximize  efficiency  and  effective  use  of  resources  and  to  discourage 
health-care-price  inflation. 

•  Whenever  possible,  relatively  low-cost  ambulatory  facilities  rather  than 
high-cost,  in-hospital  care  should  be  used. 
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•  Hospitals  should  be  encouraged  to  seek  ways  to  make  more  productive  use 
of  personnel  and  to  avoid  unnecessary  technical  facilities  and  services. 

•  Providers  should  not  be  led  to  increase  charges  by  the  knowledge  that,  be- 
cause of  the  financing  mechanism,  the  direct  cost  to  patients  will  rise  little 
if  at  all. 

•  Because  high  health-care  costs  also  reflect  inappropriate  features  of  the 
health-care-delivery  system  and  specific  shortages  of  health-care  resources, 
the  financing  system  should  directly  or  through  incentives  support  and 
facilitate  a  restructuring  of  the  delivery  system  and  an  expansion  of  health- 
care resources  wherever  necessary. 

Therefore,  the  financing  method  should  encourage  cost -consciousness  in  the 
decisions  of  patients,  doctors  and  hospital  administrators. 

5.  Be  Easily  Administered 

The  administration  of  a  health-care  system  should  not  require  complex  pro- 
cedures or  encourage  arbitrary  decisions. 

•  Detailed  administration  and  reimbursement  procedures  are  costly  and  in- 
convenient; e.g.,  capitation  and  direct  private  payment  are  administratively 
simpler  than  individual  reimbursement  of  customary  charges  or  costs. 

•  Wherever  feasible,  policy  decisions  about  the  provision  of  services  and  the 
payment  of  providers  should  be  decentralized. 

6.  Be  Generally  Acceptable 

Any  new  method  of  financing  should  be  acceptable  to  the  general  public  and 
to  health-care  personnel  and  institutions. 

•  A  system  that  continues  to  be  resented  by  the  major  providers  of  care 
would  be  hampered  by  lack  of  cooperation  and  by  an  inadequate  long-run 
supply  of  doctors  and  other  personnel. 

•  The  method  of  financing  should  also  be  seen  by  the  consumer  to  be  equitable 
and  consistent  with  the  cultural  norms  of  the  community. 

Specific  Issues  for  Investigation 

Delineation  of  objectives  is  necessary  to  establish  broad  goals  and 
direction.  To  determine  whether  particular  policies  or  plans  are  likely 
to  move  us  toward  such  goals,  in  what  degree  and  over  what  period 
of  time,  requires  answers  to  numerous  specific  questions. 

In  this  section  we  attempt  to  spell  out  some  of  the  issues  and  questions 
that  must  be  raised  in  respect  to  any  plan  or  policy  that  is  to  be 
seriously  considered  in  order  to  anticipate  its  likely  consequences 
and  to  weigh  the  comparative  advantages  and  disadvantages  of  dif- 
ferent policies.  Positive  knowledge  or  empirical  data  are  not  available 
to  offer  definitive  answers  to  many  important  questions.  Nevertheless, 
such  questions  must  be  raised,  and  the  best  available  thought  and 
experience  directed  at  finding  the  most  ra&sonable  answers  possible. 
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The  issues  and  questions  demonstrate  the  enormous  complexity  and 
vast  range  of  the  issues  that  must  be  considered.  They  indicate  that 
Government  policy  relates  not  only  to  its  own  programs  but  affects 
the  organization,  financing  and  delivery  of  care  throughout  the 
health  economy. 

The  sheer  magnitude  and  diversity  of  problems  suggest  that  while 
coherent  public  policy  is  called  for,  there  is  unlikely  to  be  a  single 
all-embracing  solution.  No  one  program  can  win  all  plusses  and  no 
minusses  among  the  issues  to  be  resolved.  The  proposed  study  will 
have  to  think  in  terms  of  trade-offs  and  compromises,  giving  something 
up  here  in  order  to  gain  something  there.  If  we  are  not  to  incur  exces- 
sive rigidity,  we  probably  will  have  to  plan  in  terms  of  a  variety  of 
policies  that  are  rationally  interrelated  and  mutually  supportive 
within  a  defined  set  of  public  goals,  unified  but  not  unitary. 

The  issues  and  questions  are  listed  under  four  broad  categories:  fi- 
nancing, administration,  resource  capacity,  and  demand.  Many  of 
these  cut  across  two  or  more  of  these  categories.  Thus,  frequently,  the 
location  of  a  particular  question  proves  arbitrary ;  this  should  not  be 
interpreted  as  an  attempt  to  confine  its  consideration  any  more  nar- 
rowly than  the  question  warrants. 

Financing 

1.  Techniques  should  be  developed  for  careful  calculation  of  probable 
initial  and  projected  costs — both  public  and  private — of  proposed 
programs. 

2.  Because  different  programs  propose  quite  different  benefit  pack- 
ages, any  estimate  of  costs  should  be  related  to  the  kinds  of  services 
to  be  covered  and  the  extent  to  which  such  services  will  be  used. 

3.  All  serious  proposals  will  require  revenues  of  dimensions  that  will 
have  significant  economic  and  political  influences.  Such  proposals 
include  financing  through  general  revenues,  payroll  deductions,  and 
direct  consumer  payments  in  varying  forms  and  mixes.  Attempts 
should  be  made  to  weigh  the  probable  effects  of  the  various  revenue- 
raising  schemes,  as  well  as  the  totals  to  be  raised,  upon : 

— the  eflicacy  of  the  program  itself,  including  prices  of  services; 

— administrative  costs  and  complexities ; 

— the  general  economy ; 

— public  finance : 

•  over-all  tax  structure; 

•  budgetary  and  fiscal  implications  of  huge  transfer  of  funds 
from  private  to  public  sector;  and 
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•  extent  to  which  the  necessary  tax  increase  may  affect  work 
and  production  incentives;  and 

— political  and  popular  acceptability. 

4.  With  the  growth  of  social  insurance,  there  has  been  a  great  deal  of 
discussion  about  the  regressiveness  of  payroll  taxes  (or,  at  least, 
that  portion  paid  by  employees).  In  the  social  security  program, 
this  is  largely  offset  by  a  progressive  benefit  structure.  Are  similar 
offsets  contemplated  in  the  proposed  plans?  Any  proposed  system 
of  financing  health  care  will  involve  some  redistribution  of  income. 
How  extensive  should  the  redistribution  be?  Does  dependence  on 
a  single  source  of  revenue  jeopardize  the  financing  mechanism? 

5.  Despite  the  relative  progressiveness  of  general -revenue  taxes,  it  is 
recognized  that  the  increasing  demands  on  public  finance  in  modern 
society  require  a  wide  diversity  of  revenue-producing  devices. 
Payroll  taxes  have  been  widely  accepted  as  peculiarly  appropriate 
for  social  insurance,  not  only  because  they  relieve  what  might  other- 
wise appear  as  an  inordinate  strain  on  general  revenues,  but  because 
of  the  visible  financial  and  psychological  connection  between  reve- 
nues and  benefits.  Leaving  aside  the  academic  dispute  as  to  whether 
social  insurance  is  or  is  not  "real"  insurance,  the  psychological 
advantages  of  relating  personal  benefits  to  "earned  rights"  or  "paid- 
for-rights"  are  often  stressed.  What  is  the  applicability  of  such 
considerations  to  a  health  program  ?  What  is  the  role  of  earmarked 
payroll  taxes  ? 

6.  Direct  consumer  payments  are  in  varying  degrees  and  forms  in- 
cluded in  virtually  all  proposals,  and  are  intended  either  to  limit 
the  program's  liability  or  costs  or  to  act  as  restraints  upon  unwar- 
ranted consumption.  The  relative  progressiveness  or  regressiveness 
of  such  payments  deserve  the  same  examination  as  the  formal  tax 
aspects.  What  is  the  appropriate  role,  if  any,  for  deductibles, 
co-insurance  and  maximums?  Should  they  be  income-related? 

7.  All  proposals  assume  in  varying  degrees  the  continuation  of  private 
financing  of  the  health  economy.  Should  private  financing  be 
regarded  as  merely  an  unavoidable  appendage,  or  are  there  poten- 
tial advantages  in  a  public-private  mix  that  should  be  consciously 
explored  and  promoted?  Are  some  aspects  of  the  private-market 
economy  necessary  or  useful  for  guidelines,  restraints,  disciplines, 
or  stimulants  to  the  public  program  ? 

8.  Is  a  noncompulsory  public  system,  even  if  largely  Government- 
subsidized  (as  in  the  various  tax-credit  schemes),  likely  to  achieve 
its  coverage  objectives?  Which  groups  in  the  population  are  likely 
to  respond  to  the  subsidies  and  which  are  not,  i.e.,  youth,  the  poor, 
the  chronically  ill  ? 
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9.  All  proposals  assume  some  degree  of  personal  payments  or  con- 
tributions for  health  eare.  What  happens  to  the  poor  who  cannot 
make  these  payments  ?  What  are  the  sources  of  funds  to  meet  this 
need  and  how  should  they  be  channeled  ?  Attempts  should  be  made 
to  measure  the  continuing  burden  on  public  assistance  for  health 
care  under  each  major  proposal.  What  are  the  implications  of  this 
burden  ? 

Administration 

1.  Important  issues  for  administrative  organization,  as  well  as  financ- 
ing, are  the  desirable  mix  of  public  and  private  instrumentalities — 
profit  and  nonprofit — and  centralization  vs.  decentralization.  Al- 
most all  protagonists  have  indicated  awareness  of  dangers  in  a 
single  monolithic  program,  dangers  of  rigidity  and  sluggish 
responsiveness  to  change ;  all  current  plans  thus  claim  to  have  ele- 
ments of  decentralization  intended  to  avoid  or  minimize  such  dan- 
gers. The  public-private  question  may  be  considered  under  several 
broad  questions : 

— What  is  the  appropriate  role  of  private  agencies  in  a  publicly- 
mandated  program  ? 

— What  is  the  appropriate  role  of  private  instrumentalities  inde- 
pendent of  the  public  program  ? 

— What  is  the  appropriate  structure  of  the  private  instrumen- 
tality— profit  or  nonprofit  ? 

2.  Some  plans  propose  direct  Government  subsidies  for  insurance  to 
be  bought  from  private  underwriters;  others  propose  complete 
mixes  of  compulsory  Government  financing  with  private  under- 
writing and  benefit  management. 

— If  there  were  to  be  a  relatively  comprehensive,  mandated  Gov- 
ernmental health-insurance  plan : 

•  Is  it  more  desirable  that  the  existing  private  health-insurance 
apparatus  be  dismantled  or  that  tJheir  skills  and  experience  be 
harnessed  for  the  public  program  to  serve  as  intermediaries  as 
in  Medicare,  as  agents  of  Government  under  management  con- 
tracts, or  as  competitive  underwriters  as  in  the  FEHB? 

•  Would  decentralized  administration  be  meaningful  in  terms 
of  policy  initiatives,  varieties  of  program  patterns,  etc? 

•  In  considering  the  use  of  private  organizations  in  administra- 
tion and  of  centralization  vs.  decentralization,  what  account 
should  be  taken  of  the  size  of  the  Federal  bureaucracy  that 
would  be  required  ?  What  would  be  the  problem  of  developing 
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adequate  technical  competence  for  this  complex  field  in  50 
State  bureaucracies  if  responsibility  were  to  be  delegated  to 
that  level? 

— If  there  were  to  be  a  "mixed"  program  (of  Javits-  or  FEHB- 
type)  or  a  tax-credit  program  (AMA),  should  the  present  mul- 
titude of  carriers  be  free  to  participate?  Or  does  such  Govern- 
ment financing  suggest  the  need  for  limitation  of  number  and 
types  of  carriers  so  that  advantage  may  be  taken  of  economies 
of  scale,  efficiency  and  ease  of  Government  control  and 
communication  ? 

— Under  which  approach  would  innovation  be  more  likely? 

In  such  inquiries  the  experience  of  Medicare  and  the  FEHB  program 
should  be  instructive  and,  therefore,  closely  examined. 

3.  Under  any  scheme,  inevitably,  there  will  continue  to  exist  health 
expenditures  not  subsidized  nor  mandated  by  Government.  Should 
not  the  size,  character  and  role  of  the  expenditures  to  be  met  from 
private  sources  be  considered  simultaneously  with  the  planning  of 
the  public  program? 

— In  a  controlled  public  program,  even  if  decentralized  in  operation, 
can  there  be  sufficient  incentives  for  venturesomeness,  for  risk- 
taking  innovation  .  .  .  and  at  what  cost  ?  Can  the  radically  un- 
orthodox challenge  prove  viable  within  the  context  of  a  national 
public  program? 

— If  not,  or  if  not  sufficiently  so,  should  the  public  program  con- 
template such  a  role  for  the  private  sector  .  .  .  perhaps  en- 
courage it? 

— The  great  bulk  of  American  higher  education  takes  place  in 
public  institutions.  But,  it  is  generally  agreed  that  the  standards 
and  relative  political  independence  of  the  public  institutions  have 
been  substantially  protected  by  the  continued  vitality  of  strong 
private  institutions  (illustrated,  for  example,  during  the  Mc- 
Carthy-ism era).  Are  there  parallels  to  be  drawn  for  the  health 
field? 

4.  One  desirable  quality  of  a  new,  untried  program  is  that,  in  its  early 
years  at  least,  it  be  framed  to  provide  maximum  flexibility  and 
maneuverability  to  be  restructured,  and  a  minimum  number  of 
features  from  which  there  can  be  virtually  no  retreat.  How  do  the 
different  proposals  compare  on  this  score? 

5.  If  Government  were  to  be  the  major  purchaser  of  services,  what  are 
the  implications  for  privately-owned,  privately-operated  institu- 
tions— hospitals  and  extended-care  facilities? 
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— Are  there  regulatory  devices  and  controls  that  would  prove 
effective  to  assure  public  accountability? 

— To  what  extent  is  ownership  or  governorship  by  Government 
necessary  or  inevitable? 

6.  If  either  publicly-  or  privately-insured  medical  benefits,  alone  or  in 
combination,  account  for  a  preponderence  of  physicians'  services, 
can  market  controls  be  assumed  to  apply  in  the  sense  of  favorably 
affecting  price?  If  not,  what  types  of  controls  might  be  needed? 

7.  If  the  Federal  Government  is  to  assume  financial  and  other  respon- 
sibility for  a  health  program,  is  this  compatible  with  the  system 
of  individual  State  licensing  of  practitioners  and  health  institutions 
and  with  other  State  laws  that  may  restrict  the  program  (such  as 
the  illegality  of  prepaid  group-practice  plans  in  some  states)  ?  Will 
the  entire  Federal  law-making  and  regulatory  role  in  the  health 
field  require  reconsideration? 

8.  In  plans  involving  primarily  Federal  subsidy  of  private  insurance, 
what  new  kind  and  degree  of  regulation  of  insurance  may  be  re- 
quired? Prices?  Profit  margins?  Benefit  packages?  Is  continuation 
of  State  regulation  feasible  under  such  conditions?  Will  uniform 
Federal  regulation  be  necessary? 

9.  How  can  we  avoid  the  familiar  danger  of  stimulating  public  ex- 
pectations that  cannot,  in  practice,  be  fully  satisfied?  Is  it  better 
to  concentrate  responsibility  for  problems  of  so  broad  a  scope  and 
political  sensitivity  on  one  administrative  agency  or  to  "spread  the 
heat"  among  a  number  of  institutions?  Which  of  these  arrange- 
ments is  likely  to  prove  more  accessible  and  responsive  to  public 
demand  or  protest  ? 

Resource  Capacity 

1.  Can  demand  for  services  under  various  proposals  be  projected  in 
order  to  determine  what  resources  are  needed? 

2.  To  the  extent  that  demand  can  be  estimated,  can  the  adequacy  of 
resource  capacity  be  projected? 

— By  categories  of  service  ? 

— By  geographic  area? 

3.  Does  the  program  make  adequate  provision  for  capital  needed  to 
maintain  supply  resources  in  terms  of  facilities  and  manpower? 

— What  are  the  sources  for  capital  funding?  What  are  the  other 
alternatives — for  example,  an  allowance  in  operating  expenses 
or  by  appropriation — to  a  reimbursement  formula? 
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— How  could  a  meaningful  role  for  private  philanthropy  be  main- 
tained and  encouraged  ? 

4.  Since  such  public  funding  is  inevitably  restricted,  will  not  short 
supply  cause  increased  opting  for  services  outside  the  public  system 
by  upper  and  middle  classes  as  has  happened  in  other  countries? 
What  are  the  implications  for  relative  access  by  the  poor  ?  Is  there 
a  way  of  assuring  that  the  private  sector  will  augment  resources, 
not  just  draw  upon  existing  supply? 

5.  What  alternative  public  policies  could  stimulate  the  private  sector 
to  augment  the  current  resource  capacity  and  not  just  draw  upon 
existing  supply  ? 

— Long  lead  time  from  passage  of  legislation  to  date  of  implementa- 
tion ?  How  long  ?  What  can  be  done  in  interim  ? 

— Implementation  by  gradual  stages  within  certain  populations  to 
be  covered:  e.g.,  initially,  children  to  age  14;  subsequently,  ages 
45-64;  a  few  years  later,  the  remaining  population? 

— Implementation  by  gradual  stages  in  range  of  services  to  be 
covered  ? 

— Movement  into  full  program  promptly  on  theory  that  only  effec- 
tive demand  can  force  an  adequate  and  appropriate  supply 
response,  and  that  the  temporary  dislocations  are  worth  the  price 
in  long-run  terms  ? 

6.  There  is  widespread  agreement  that  significant  changes  in  the 
delivery  system  are  needed.  Many  people  believe  that  only  a  massive 
insurance  program  can  induce  needed  change.  Others  fear  that  such 
a  program — even  accompanied  by  regulation — is  more  likely  to 
preserve  the  present  system  without  changing  its  structure  by  the 
sheer  fact  of  financially  underpinning  it.  How  can  this  be  avoided  ? 
Are  grants  for  experimentation  enough  to  produce  change  in  the 
system?  Is  there  sufficient  incentive  in  the  grant  mechanism  to 
stimulate  innovative  change?  Could  the  method  of  approving  re- 
quests for  grants  be  altered  in  a  way  that  would  allow  support  for 
innovative  experiments?  Do  we  know  how  to  facilitate  change  other 
than  by  building  in  some  competition  ?  How  can  this  be  done  in  a 
public  system  ?  Does  this  suggest  some  planned  role  for  the  private 
sector  ? 

7.  With  vast  new  purchasing  power  thrown  into  the  system,  will 
extraordinary  inflation  result  in  constriction  of  supply  ?  How  is  this 
to  be  avoided  ? 
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Demand 

1.  Experience  of  other  nations  suggests  that  the  potential  demand  for 
health  services  may  be  virtually  boundless  if  left  entirely  to  find 
its  own  level.  The  dramatic  advances  in  medical  science  and  tech- 
nological capacities — e.g.,  transplants,  implantations  of  artificial 
organs,  dialysis,  and  the  many  other  "miracles"  waiting  in  the 
wings — underscore  the  point.  Are  restraints  on  demand  essential? 
How  is  this  to  be  done  ?  Who  is  to  make  the  decision  ? 

— Direct  restraint  on  demand?  What  kind?  By  whom? 

— Indirect  restraint  on  demand  by  limiting  or  controlling  supply  ? 

— Is  some  type  of  deliberate  rationing  called  for  ?  What  kind  ? 

2.  How  effective  are  deductibles,  co-payment,  co-insurance  and  in- 
demnity in  containing  demand  \ 

— At  what  point  may  they  result  in  undesirable  under-utilization  ? 

— Do  they  restrict  demand  mainly  of  poor  and  near-poor  ? 

— Are  they  worth  the  burden  in  administrative  and  other  costs? 

3.  If  restrictions  are  used,  should  they  favor  short-term  or  long-term 
care  ?  Should  there  be  emphasis  on  early,  preventive  care?  Or,  on 
meeting  catastrophic  needs? 

4.  If  demand  is  to  be  controlled  by  setting  deliberate  limits  on  avail- 
able supply,  what  guides,  if  any,  are  available  (for  example, 
through  areawide  planning)  for  rational  decisionmaking? 

5.  What  incentives  or  controls  may  be  feasible  and  adequate  to  cause 
providers  to  contain  potential  demand  ? 

— Use  of  lowest  cost  levels  of  appropriate  care? 

— Minimizing  laboratory  and  X-ray  procedures  ? 

— Relating  volume  of  routine  physical  check-ups  to  cost-benefit 
considerations  ? 

— Utilization  review  ? 

— Areawide  planning  ? 

— Consumer  education  ? 

— Systems  for  improved  records  on  patient  care? 

6.  Should  there  be  a  conscious  policy  of  directing  certain  types  of  de- 
mand to  the  privately  financed  sector?  How  should  these  be 
selected  ? 
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SUMMARY 


The  Task  Force  has  examined  the  deficiencies  of  title  XIX  (Medic- 
aid) and  related  programs,  as  well  as  considerations  involved  in  fi- 
nancing health  services  over  the  long  term.  It  has  recommended  spe- 
cific courses  of  action  and  a  strategy  for  the  future  direction  of  the 
health  system. 

The  scope  of  the  inquiry  was  broad ;  neither  the  purposes  nor  design 
of  government  programs  can  be  comprehended  adequately  in  today's 
environment  without  reference  to  the  health  system  as  a  whole.  The 
Task  Force  sees  the  current  system,  overall,  as  a  vital  part  of  the 
American  culture  and  economy,  involving  vast  investments  in  acute 
care  and  related  biomedical  research.  At  the  same  time,  the  Task  Force 
sees  serious  flaws  in  the  system  that  appear  in  particularly  bold  relief 
against  the  background  of  an  economic  and  political  structure  able, 
if  willing,  to  cope  with  them.  In  essence,  significant  numbers  of  people 
do  not  have  adequate  access  to  care  and  the  services  of  many  who  do 
are  so  far  below  the  mark,  with  reference  to  the  potential  productivity 
of  the  system,  that  the  credibility  and  accountability  of  the  system 
itself  is  at  stake. 

The  report  contains  recommendations  under  these  headings: 

Eligibility  and  Protection  under  Existing  Financing  Programs ; 

Effecting  Changes  and  Improvements  in  the  Delivery  of  Health 
Care ; 

Management  of  Health  Activities; 
Consumer  Participation; 
Comprehensive  Health  Planning; 
Long-term  Care;  and 
Long-term  Financing  Policies. 

The  recommendations  vary  widely  in  nature  and  scope.  Some  of  them 
deal  with  the  logistics  of  implementation.  A  critical  few  call  for  major 
changes  in  the  orientation  and  strategems  of  tlhe  total  health  system 
without  which,  the  Task  Force  is  convinced,  revision  of  title  XIX 
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and  related  programs  would  be  ineffectual  and  unproductive.  No  at- 
tempt is  made,  in  this  summary,  to  repeat  all  recommendations  made 
in  the  text.  The  major  ones  are  cited  in  the  context  of  themes  derived 
from  the  debate  of  one  year  and  set  forth  in  the  Introduction  to  the 
Report. 

SIGNIFICANT  DEFICIENCIES  IN  ACCESS  TO  CARE 

Even  after  4  years'  experience  under  Medicaid  and  Medicare,  and  with 
parallel  opportunities  for  expansion  in  the  private  sector,  a  significant 
number  of  Americans  are  not  adequately  protected  against  the  costs 
of  needed  health  services.  As  a  direct  result,  too  many  do  not  get 
services  they  need. 

Approximately  26  million  people  in  the  United  States  live  below 
the  poverty  line  (about  $70  a  week  income  for  a  family  of  four)  and 
approximately  15  million  more  are  near-poor  ($90  a  week  income  for 
a  family  of  four) .  Only  13  million  will  be  covered  by  Medicaid  in  1971. 
Less  than  30  States,  despite  the  availability  of  Federal  matching 
money,  have  programs  for  persons  who  are  medically  needy  but  do  not 
qualify  for  cash  assistance.  Two  out  of  three  children  in  poor  or  near- 
poor  families  are  not  included  under  Maternal  and  Child  Health  or 
Medicaid  programs.  Among  the  poor  and  near-poor,  only  a  little  over 
a  third  below  the  age  of  65  have  private  prepaid  medical  care  or 
medical  insurance  of  some  sort.  In  total,  depending  on  different  esti- 
mates, between  30  and  45  million  people  under  age  65  are  without  any 
health  insurance  to  speak  of.  The  stated  objective  of  Medicaid  was  to 
assure  adequate  health  care  to  the  Nation's  poor  and  near-poor.  If  this 
continues  to  be  a  primary  goal — and  the  Task  Force  believes  emphat- 
ically that  it  should — a  considerable  improvement  in  financing  and 
delivery  capabilities  will  be  required. 

We  recognize  that  expenditures  on  behalf  of  those  now  lacking  pur- 
chasing power  and  services  will  add  initially  to  the  problems  of  infla- 
tion within  the  health  field.  But  against  this,  a  double  standard  for  a 
service  so  deeply  rooted  in  human  compassion  and  so  essential  to  a 
productive  community  cannot  be  tolerated. 

Moreover,  there  remains  the  prospect  that  if  the  new  money,  joined 
with  other  government  and  private  means,  is  spent  more  wisely  than  in 
the  past,  inflation  can  be  minimized.  To  redeem  the  promise  of  Medi- 
caid and  help  give  meaning  to  the  declaration  that  access  to  medical 
care  is  a  right  to  all  within  the  context  of  current  legislation : 

We  recommend  converting  Medicaid  to  a  program  with  a 
uniform  minimum  level  of  health  benefits  financed  100  per- 
cent by  Federal  funds,  with  a  further  Federal  matching  with 
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States  for  certain  types  of  supplementary  benefits  and  for 
individuals  not  covered  under  the  minimum  plan.  There 
should  be  maintenance-of-effort  requirements  upon  the  States 
to  retain  at  least  their  present  expenditure  levels. 

First  priority  for  protection  under  a  basic  Federal  floor  for 
Medicaid  should  be  all  persons  eligible  for  payments  under 
the  proposed  Family  Assistance  Plan.  Additional  groups 
should  be  phased  in  until  all  persons  with  incomes  at  or  below 
the  poverty  line  are  covered. 

The  disabled  social  security  beneficiaries  should  be  included 
as  soon  as  possible  under  title  XVIII. 

Legislative  changes  are  needed  to  establish  Federal  respon- 
sibility for  the  cost  of  medical  care  and  services  for  migrant 
workers  and  other  eligible  people  who  do  not  have  established 
residence  in  any  State;  migrant  workers  should  be  eligible 
for  the  benefits  of  title  XIX. 

Several  recommendations  are  made  to  improve  the  operation  of  title 
XIX,  e.g.,  use  a  dignified  and  simplified  method  of  determining 
eligibility  and  payment;  give  greater  protection  to  clients  who  are 
dissatisfied  with  actions  or  failure  to  act ;  make  information  about  the 
program  more  widely  and  forcibly  available ;  eliminate  discriminatory 
practices  by  providers,  guaranteeing  the  care  of  persons  without  per- 
manent residence  in  any  State. 

Other  recommendations  are  directed  at  the  private  sector  to  improve 
the  coverage,  scope  and  efficiency  of  benefits.  For  example,  means  are 
proposed  to  improve  the  protection  of  employees  during  short  periods 
of  disability  or  layoff,  small  groups  and  self-employed  individuals, 
part-time  and  temporarily  employed  persons.  Strong  encouragements 
are  given  to  greater  exploitation  of  the  work  environment  for  health 
education  and  prevention  programs. 

IMPROVING  DELIVERY  OF  HEALTH  SERVICES 

In  the  light  of  rapidly  rising  costs  and  troublesome  inflation  in  the 
health  field,  the  recommended  addition  of  new  expenditures  through 
expanded  and  improved  financing  programs,  and  the  need  for  all  to 
have  more  readily  accessible  services,  it  is  essential  to  improve  the 
delivery  of  health  services. 

The  Task  Force  has  concluded  that  the  necessary  changes  in  a  myriad 
of  personal  transactions  among  consumers  and  providers  will  not  come 
about  simply  in  response  to  the  interaction  of  consumers'  interest  and 
provider  self-interest.  If  sufficient  changes  in  effectiveness  and  effi- 
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ciency  are  to  be  achieved,  much  bolder  interventions  will  be  needed 
than  we  have  seen  to  date.  These  must  be  in  the  form  of  public  policy 
reinforced  through  more  aggressive  management. 

It  is  a  central  conclusion  of  the  Task  Force  that  money  is  needed,  but 
that  money  alone  will  not  guarantee  either  capacity  or  effectiveness 
of  the  system.  In  fact,  if  a  benevolent  and  affluent  government  were 
to  begin  to  pay  for  all  the  basic  health  care  needed  by  all  those  who 
can't  pay  for  it  themselves,  but  no  other  change  were  introduced  into 
the  existing  system,  the  result  would  be  a  disastrous  rise  in  the  cost 
of  services  that  are  already  scarce. 

There  isn't  enough  money  and  there  aren't  enough  doctors  to  provide 
the  needed  care  just  on  a  fee-for-service  basis;  thus,  any  solution  will 
require  new  options,  new  goals  and  new  attitudes.  Without  these,  the 
health  system  cannot  move  forward  to  meet  its  growing  responsibili- 
ties ;  with  them,  the  Task  Force  is  convinced  that  the  recommendations 
in  this  Report,  most  of  which  relate  in  one  way  or  another  to  this 
basic  issue,  can  show  the  way  toward  achieving  more  and  better  health 
care  for  all  Americans. 

For  two  decades  programs  financing  medical  care,  whether  public  or 
private,  have  been  reinforcing  traditional  ways  of  providing  service. 
The  Task  Force  is  convinced  that  it  no  longer  makes  sense  to  keep 
pouring  new  wine  in  old  casks — some  of  which  are  leaking.  Addi- 
tional financing  must  be  accompanied  now  with  opportunities  and 
encouragement  to  physicians,  hospitals  and  others  to  provide  service  in 
ways  that  permit  a  logical  response  to  sound  economic  and  patient- 
care  incentives,  and  to  engage  in  a  competition  of  organization  and 
method. 

The  concept  of  planned  intervention  can  be  organized  in  three  inter- 
acting and  interdependent  categories:  more  responsible  purchase  of 
services,  better  management  of  health  services,  and  broader  concept 
of  health  care.  Some  basic  recommendations  follow  under  each. 

More  Responsible  Purchase  of  Services 

The  methods  of  purchase  and  conditions  of  participation  in  Medicaid 
and  Medicare  and  the  investment  policies  of  all  Federal  financing 
programs,  with  corresponding  actions  in  the  private  sector,  constitute 
powerful  instruments  for  achieving  increased  capacity  and  new  orga- 
nizational patterns  in  the  delivery  of  health  services. 

The  Federal  Government  should  provide  leadership  and 
funds  to  create  and  support  systems  of  health  care,  through 
a  variety  of  auspices  and  approaches,  that  will  contain  the 
following  desirable  elements: 
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•  Comprehensive  services  and  continuity  of  care, 

•  Contractual  services  for  definable  population  groups, 

•  Integrated  fiscal  and  managerial  responsibility,  and 

•  Risk  sharing  through  prepayment. 

Legislation  should  be  enacted  to  make  sums  equivalent  to  5 
percent  of  Federal  Medicaid  appropriations  per  year  avail- 
able for  the  development  and  improvement  of  health-care 
services  and  resources. 

These  funds  should  be  expended  as  "front-end"  money  to 
create  new  or  expanded  capacity  for  service  in  localities  with 
a  high  proportion  of  low-income  persons  and  where  the  need 
for  development  and/or  improvement  of  health-care  resources 
has  been  determined  in  cooperation  with  State  and  areawide 
comprehensive  health-planning  agencies. 

To  support  the  development  of  needed  services,  priority 
should  be  given  to :  development  of  organized  primary  health- 
care services  in  neighborhoods,  development  of  services  and 
resources  which  can  serve  as  alternatives  to  inpatient  hospital 
care,  e.g.,  home-health-care  programs;  improvements  in 
utilization,  efficiency,  and/or  quality  of  existing  health  serv- 
ices directed  toward  producing  more  and  better  health  care ; 
social  and  other  outreach  services  which  are  an  integral  aspect 
of  appropriate  utilization  of  services;  development  of  ways 
to  link  and  relate  new  and  existing  health  services  with  each 
other,  aiming  toward  comprehensive  health-care  systems  in 
communities.  Consideration  should  be  given  to  legislation 
which  would  provide  a  percentage  of  Medicare  funds  for 
similar  supply-influencing  efforts. 

In  order  to  encourage  the  use  of  efficient,  innovative  and 
effective  delivery  systems,  legislation  should  be  enacted  to 
provide  the  Secretary  with  discretionary  authority  to  modify 
the  Federal  share  of  Medicaid  payments  for  certain  services 
to  the  States,  by  providing  increased  Federal  funds  of  5  to 
10  percent  above  the  usual  matching  formula  on  a  differential 
basis.  The  higher  payments  would  be  made  to  those  States 
which  successfully  develop  and  use  such  services  and  pay- 
ment methods  as  contract  payments  to  prepaid  group-practice 
plans,  neighborhood  health  centers,  and  other  arrangements 
for  provision  of  comprehensive  services  to  a  definable  popu- 
lation, or  use  of  new  types  of  health  manpower  and  para- 
medical manpower. 

All  appropriate  sources  of  Federal  funding,  in  particular 
the  National  Center  for  Health  Services  Research  and  De- 
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velopment  and  the  Partnership  for  Health  Programs,  should 
be  encouraged  to  give  high  priority  to  development,  support 
and  demonstrations  of  model  health-care-delivery  systems. 

To  provide  facilities  for  these  programs,  the  Hill-Burton 
program  should  give  priority  to  those  projects  and  facilities 
which  propose  to  use  innovative  methods  of  delivering  health 
care. 

The  provisions  of  title  XIX  that  recipients  will  have  "free 
choice"  of  vendor,  should  be  interpreted  as  broadly  as  pos- 
sible in  order  to  promote  use  and  reimbursement,  under 
Medicaid,  of  new  and  effective  organized  forms  of  health- 
care delivery.  Policy  implementing  the  statute  should  be 
developed  to  require  the  States  to  take  positive  steps  to  ar- 
range for  reimbursement  (preferably  on  a  contract-payment 
basis)  of  neighborhood  health  centers,  community  mental 
health  centers,  migrant  health  projects,  children  and  youth 
projects,  prepaid  group-practice  plans,  and  other  such  forms 
of  organized  health-care  delivery. 

With  respect  to  State  implementation  of  recommendations 
relating  to  use  of  earmarked  Medicaid  funds  for  development 
of  resources,  model  development  and  others,  the  advice  and 
consultation  of  the  health-planning  agencies  should  be  sought 
and  encouraged.  Other  aspects  of  financing,  including  partici- 
pation requirements  and  reimbursement  policy,  should  sup- 
port planning  activities. 

To  promote  the  early  removal  of  State  legal  barriers,  HEW 
should  take  steps  to  require  that  States  permit  prepaid  group 
practices  through  a  variety  of  approaches  including  regula- 
tions or  legislation  that  would  tie  the  receipt  of  grants  that 
flow  directly  to  State  agencies  such  as  Hill-Burton,  314(a) 
and  (d),  and  Community  Mental  Health  Center  Construction 
to  such  a  requirement ;  and  other  alternatives  such  as  Federal 
charters  for  prepaid  systems. 

The  Task  Force  strongly  endorses  the  innovative  approach 
of  the  Administration's  Health  Maintenance  Organization 
proposal  to  provide  an  option  for  Medicare  and  Medicaid 
beneficiaries  to  elect  to  receive  health  services  through  a 
single  organization  that  provides  coordinated  services  fi- 
nanced through  prepaid  capitation. 

The  HMO  proposal  constitutes  an  important  step  toward  possible 
long-range  improvements  in  the  organization  and  delivery  of  health 
services.  Specific  recommendations  are  made  to  improve  and  help  flesh 
out  the  concept. 
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HEW  should  actively  program  experiments  for  incentive 
reimbursement  under  Medicare  and  Medicaid,  with  emphasis 
on  experiments  in  payment  methods  for  physicians  as  the  key 
generators  of  health  services. 

Reimbursement  to  providers  of  service  under  Medicare  and 
Medicaid  should  be  on  a  prospective  instead  of  a  retrospective 
basis.1 

Fees  and  charges  under  the  Medicare  program  also  should  not 
be  recognized  for  benefit  purposes  when  in  excess  of  the  75th 
percentile  of  prevailing  fees ;  and  this  limit  should  not  be  per- 
mitted to  rise  except  in  keeping  with  an  index  made  up  of 
pertinent  wage  and  price  increases.1 

Title  XIX  should  be  amended  to  permit  varying  benefits  for 
different  population  groups,  or  for  different  areas  in  a  State 
if  it  is  not  feasible  or  possible  to  apply  them  uniformly  else- 
where, e.g.,  States  should  be  able  to  provide  dental  treatment 
to  children  5-12  years  of  age  as  a  first  priority. 

To  guard  against  deterioration  of  quality  of  care  while  pur- 
suing efficiency,  various  forms  of  professional  review  will  be 
needed.  These  would  evaluate  the  delivery  of  health  care  and 
help  determine  its  adequacy  or  appropriateness. 

Utilization  review,  including  professional-review  programs 
presently  required  under  Medicare,  Medicaid  or  related  pro- 
grams, should  be  given  thorough  study  to  evaluate  effective- 
ness. 

A  standard  definition  of  professional  review  should  be 
adopted  for  all  medical  programs,  and  review  requirements 
should  be  made  uniform  for  comparable  services  covered  by 
all  Federal  programs. 

A  legislative  amendment  is  needed  requiring  uniform  pro- 
visions and  unified  State  standard-setting,  certification,  and 
consultation  functions  with  respect  to  providers  of  service 
under  both  Medicaid  and  Medicare.  (To  the  extent  possible, 
also  consistent  with  desired  State  flexibility  to  exceed  Federal 
minimum  standards,  State-controlled  licensure  of  health  fa- 
cilities and  agencies  should  be  integrated  with  these  related 
functions.)  The  State  agency  with  primary  responsibilty  for 
health  functions  in  the  State  should  be  responsible  for  all 
standards  functions.  Incentives,  guidance  and  assistance 
should  be  provided  to  the  States  in  bringing  this  about.1 

1  H.R.  17550  passed  by  the  House  of  Representatives  on  May  21,  1970,  and  now 
pending  in  the  Senate. 
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Antiquated  licensure  laws  contribute  to  manpower  shortages  and 
rising  costs. 

HEW  should  undertake  a  major,  intensive  study  of  State 
health  personnel  licensing  laws  and  their  influence  on  the 
utilization  of  manpower  and  make  recommendations  to  the 
States  for  changes  and  revisions  of  licensure  laws. 

The  Task  Force  supports  the  Administration's  proposed  "Health  Cost 
Effectiveness  Amendments."  Particularly  worthy  of  note  are  the 
coupling  of  reimbursement  to  areawide  and  institutional  planning 
and  the  call  for  wider  experimentation  and  demonstration  among 
delivery  systems. 

Better  Management  of  Health  Services 

Controls  and  incentives  will  not  be  realized  without  more  forceful 
leadership  and  better  organization  within  the  health  field.  The  total 
job  to  be  done  will  take  the  concerted  efforts  of  both  the  public  and 
private  sectors.  Many  of  the  key  considerations  devolve  upon  HEW. 
It  is  here  that  primary  leadership  for  the  health  system  must  be 
established  and  exercised. 

"Fragmentation"  of  health  service  began  when  the  doctor  could  no 
longer  get  everything  he  needed  in  his  saddle-bags ;  it  has  been  going 
on  ever  since,  an  inevitable  result  of  the  increasingly  specialized  tech- 
nology. Fragmentation  of  services  may  be  unavoidable  at  times  and, 
iof  itself,  is  not  always  bad.  What  is  bad  is  that,  for  lack  of  overall 
leadership,  we  have  allowed  organization  and  management  to  become 
fragmented,  along  with  service,  to  the  point  where  patients  may  be 
handed  off  from  one  institution  or  service  or  program  to  another  in  a 
kind  of  medical  bucket  line,  with  nobody  in  charge  determining  where 
the  line  begins,  which  way  it  goes,  and  where  it  ends.  The  result  is  that 
cost  mounts  and  care  suffers,  not  just  for  the  poor  but  for  the  whole 
population.  To  find  the  beginning,  chart  the  way  and  determine  the 
end  will  require  leadership  not  just  of  the  parts  but  of  the  whole. 
The  Task  Force  believes  this  leadership  is  the  proper  role  of  the 
Federal  Government. 

The  Federal  role  in  health  has  expanded  markedly  in  recent  years  as 
the  result  of  considerable  legislation.  Too  many  new  programs  are  not 
co-ordinated  well,  nor  integrated  sufficiently  with  the  old.  HEW  must 
be  strengthened  to  assume  a  new  role  conceptually  and  to  consolidate 
better  the  responsibilities  assumed  to  date.  The  Task  Force  sees  a 
"governing"  role  concentrating  on  goals  and  objectives,  establishing 
policy,  fashioning  incentives,  checks  and  balances,  firmly  protecting 
the  public  interest  and  evaluating  results — presaging,  perhaps,  less 
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extensive  operation  of  programs  with  greater  decentralization  of 
operating  responsibility. 

A  restructuring  of  HEW  should  have  the  following  features : 
an  Under  Secretary  for  Health  and  Scientific  Affairs  (HSA) ; 
a  career  deputy  with  extensive  background  in  health  adminis- 
tration in  a  public  setting;  major  executive  agencies  headed 
by  assistant  secretaries  in:  Scientific  Affairs  (NIH),  Health 
Services  Systems  and  Resources  (HSMHA),  Consumer  Pro- 
tection, Environmental  Quality,  and  Management  and  Budg- 
et ;  a  health  systems  analysis  and  planning  staff,  which  would 
serve  as  the  motive  force  for  goal  setting,  analysis,  planning 
and  evaluation  and  may  also  serve  as  staff  for  a  National 
Council  of  Health  Advisors. 

There  is  an  urgent  need  to  establish  a  National  Council  of  Health 
Advisors  responsible  for  assessing  the  Nation's  health  status  and  the 
status  of  the  health  system,  for  generating  national  health  goals,  and 
for  outlining  objectives  for  all  Federal  health  programs. 

The  Task  Force  made  the  following  recommendations : 

Install,  within  the  health  component  of  HEW,  an  internal 
management  system  based  on  the  "corporate  management 
model"  adapted  to  the  peculiar  requirements  of  a  public-ad- 
ministration setting. 

Provide  the  Under  Secretary  (HSA)  with  increased  flexi- 
bility in  the  allocation  of  Federal  resources,  especially  for  the 
purposes  of  encouraging  new  institutional  arrangements  and 
the  building  of  health-system  capacity. 

The  operation  of  health-service  activities  should  be  decentral- 
ized through  contractual  agreements  with  public  and  private 
agencies. 

The  principal  features  of  such  agreements  should  be  specifica- 
tion of  desired  outcomes  rather  than  specific  methods  of 
operation,  and  evaluation  and  information  systems  that  can 
assess  performance  in  terms  of  output  or  results. 

Good  progress  has  been  made  recently  in  the  revitalization,  reorgani- 
zation and  staffing  of  the  Medical  Services  Administration  (the  agency 
administering  the  Medicaid  program  at  the  Federal  level),  but  sub- 
stantial additional  staffing  and  other  administrative  resources  must 
be  provided  for  this  program.  A  redirection  of  effort  is  called  for 
toward:  strengthening  the  Federal  Government's  leadership  role; 
employing  state-of-the-art  management  techniques,  including  the  de- 
velopment of  relevant  and  cost-effective  management  control  and 
information  systems ;  and  development  of  performance  standards  for 
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States  related  to  using  Medicaid's  purchasing  power  to  increase 
accessibility  of  care  to  the  needy  and  to  improve  the  effectiveness  of 
the  care.  A  series  of  specific  recommendations  are  made  regarding 
implementation,  primarily  under  management  of  Federal  health  activ- 
ities, although  there  are  others  under  effecting  changes  and  improve- 
ments in  the  delivery  of  health  care. 

The  Task  Force  viewed  institutional  areawide  planning  as  a  major 
arm  of  the  new  management.  Currently,  considerable  confusion  and 
overlap  exists  among  planning  efforts  and  agencies.  Also,  there  are 
important  gaps  by  section  of  the  country.  Results  to  date  have  been 
generally  disappointing.  The  Task  Force  made  several  recommenda- 
tions in  this  area  that  (1)  clarify  roles  and  functions  of  public  and 
private  planning  agencies  at  the  national,  State  and  local  levels;  (2) 
call  for  more  Federal  support  of  State  and  local  efforts ;  and  (3)  spell 
out  the  relations  among  the  purchaser  of  care,  the  planning  agencies, 
the  constituent  health  institutions  and  the  official  sanctions  to  be  exer- 
cised by  Government. 

Federal  support  was  seen  to  include  stronger  leadership,  greater  finan- 
cial assistance  (manpower  and  program)  and  more  extensive 
technical  assistance. 

Broader  Concept  of  Health  Care 

Although  not  concentrated  in  any  given  section,  various  references  are 
made  in  the  report  to  the  need  to  promote  and  finance  a  broad  range 
of  facilities  and  services  in  order  to  forestall  excessive  preoccupation 
with  and  use  of  acute  services.  Currently,  the  health- care  system  is 
geared  primarily  to  care  for  acute  illness.  This  is  a  distortion  of 
investment  in  both  economic  and  human  terms.  A  better  balance,  with 
heavy  emphasis  on  primary  care  to  prevent  illness,  and  on  rehabilita- 
tion to  restore  function,  is  needed  and  frequently  cited.  In  discussing 
total  health  services  and  long-term  care  in  particular,  the  report  points 
up  the  necessity  of  supporting  organizations  that  view  health  in  the 
context  of  total  life  style  and  that  can  evaluate  the  effectiveness  of 
various  courses  of  action,  including  intervention  in  the  home  and  work- 
ing situations.  Without  a  refocus  on  prevention  and  a  broader  orienta- 
tion toward  health  generally,  neither  more  responsible  purchase  of 
services  nor  better  management  will  give  health  the  status  it  deserves 
in  an  economy  of  scarcity. 

CONSUMER  PARTICIPATION 

Not  only  do  millions  of  consumers  get  care  on  a  hit-or-miss  basis  or 
lack  access  to  care  except  in  medical  crises,  but  virtually  all  consumers 
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lack  access  to  the  decisionmaking  machinery  that  can  bring  about 
change.  Few  institutions  and  programs  include  representatives  of 
everyday  users  of  their  services  on  policy-making  or  governing  boards, 
in  spite  of  their  nonprofit  and  presumably  "community"  character. 

The  result  is  that  medical  care  is  still  too  often  delivered  at  the  time 
and  place,  and  in  the  way  convenient  to  provider  rather  than  con- 
sumer. Old  patterns  persist  in  the  face  of  new  demands — a  basic  cause 
of  rising  dissatisfaction  with  the  health  services. 

A  basic  tenet  of  the  Report  is  that  greater  consumer  involvement  in 
decisionmaking  is  required  to  overcome  deficiencies  in  the  health  sys- 
tem with  reasonable  dispatch  and  to  achieve  better  management  of 
resources.  Without  substantial  consumer  input,  health  institutions 
can  become  excessively  self-serving  and  in  fact,  tangential  to  even 
fundamental  community  health  problems.  Also,  without  consumer 
input,  user  identity  with  service  can  deteriorate;  and  inappropriate 
use  can  occur.  Perhaps  it  should  be  added  that,  as  in  the  management 
of  other  affairs,  the  consumer  wants  in — a  valid  reason  for  involve- 
ment in  its  own  right.  There  is  no  national  means  of  providing  the 
consumer  the  assistance  he  needs  to  become  a  positive  force  for  improv- 
ing the  Nation's  health-care  services,  nor  do  the  means  now  exist  for 
bringing  the  consumer  and  provider  together  to  work  jointly  for 
improvements. 

A  number  of  the  recommendations  bear  on  the  problem  of  decision- 
making, involvement  and  education  for  this  purpose. 

Any  board  or  group  set  up  to  advise  policy-making  officials  at 
any  level  of  Government  must  provide  for  consumer  repre- 
sentation to  protect  and  present  the  interests  and  needs  of 
the  consumer.  In  addition,  executive  committees,  subcommit- 
tees, and  ad  hoc  committees  of  such  board  or  groups  should 
have  a  significant  number  of  consumer  representatives  as 
members. 

Federal  agencies  involved  in  planning,  delivering  and  pur- 
chasing health  services  must  make  provisions  in  budget  for 
special  orientation  programs  for  new  members  of  policy-mak- 
ing groups,  including  the  consumer  representatives  on  such 
groups. 

State  and  local  agencies  as  well  as  non-governmental  agencies 
involved  in  planning  for,  delivering  and  paying  for  health 
services  should  be  required  to  make  provisions  for  orientation 
and  training  of  policy-making  groups,  with  special  emphasis 
on  consumer  representatives. 
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Still  with  focus  on  the  consumer,  the  Task  Force  underscored  the 
desirability  of  instructing  users  of  services  on  their  rights  and  benefits 
and  how  to  best  use  available  services. 

Programs  of  health  education,  provided  they  meet  adequate 
standards  set  by  the  Federal  Government,  should  be  con- 
sidered integral  components  of  any  health-care  service  and 
therefore  included  in  the  budget  of  such  service.  All  agencies 
and  institutions  providing  health  services  that  receive  Fed- 
eral support  must  provide  continuing  programs  of  health 
education  to  their  consumers. 

State  Medicaid  Programs  should  be  required  to  undertake 
educational  efforts  designed  to :  improve  recipients'  use  of  the 
Medicaid  program ;  improve  the  health  of  Medicaid  recipients 
through  preventive  education ;  improve  providers'  use  of  the 
program,  and  provide  for  greater  participation  by  provider 
and  consumer  in  the  planning,  implementation,  and  evalua- 
tion of  the  program. 

Throughout  its  deliberations,  the  Task  Force  was  deeply  concerned 
about  two  issues  that  were  given  separate  status  at  the  end  of  the 
report,  i.e.,  long-term  care  and  long-term  financing  of  health  services. 
Each  is  complex  and  calls  for  extensive  definition  and  debate.  Our 
evaluation  of  title  XIX  and  related  programs  has  highpointed  both. 

LONG-TERM  CARE 

Nearly  one  out  of  three  medical  dollars  is  being  spent  on  skilled 
nursing-home  care,  and  these  expenditures  have  been  growing  far 
beyond  expectations.  Major  attention  has  been  focused  on  the  problems 
of  medical  care  at  one  end  of  the  spectrum  and  of  income  maintenance 
at  the  other.  Long-term  care  is  something  less  than  one  and  something 
more  than  the  other.  Distortions  have  inevitably  occurred,  such  as 
caring  for  essential  personal  needs  in  a  medical  environment  (which, 
if  unchecked,  could  bankrupt  the  health  system),  or  returning  persons 
with  medical  problems  stabilized  to  an  unaltered  and  unsuitable  social 
environment.  There  are  no  easy  answers,  but  the  Task  Force  tried  at 
least  to  point  the  way  toward  modest  improvements. 

Importantly,  the  Task  Force  thought  that  although  classifying 
patients  is  sound,  patients  should  not  be  summarily  discharged  from 
skilled  nursing  homes  or  other  health  facilities  if  alternate  facilities 
are  not  available.  Keeping  a  patient  in  a  health  facility  when  his  needs 
for  support  services  cannot  be  met  elsewhere  does  not  represent  misuse ; 
it  represents  a  default  on  the  part  of  the  community  to  match  services 
with  needs.  Investments  in  alternative  services  are  the  only  humane 
way  to  solve  the  problem. 
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In  regard  to  Medicaid,  Medicare  and  public  assistance  programs,  a 
number  of  specific  recommendations  are  made: 

Skilled  nursing  home  regulations  under  title  XIX  should  re- 
quire activities  programming. 

Federal  regulations  for  title  XIX  should  require  that  all 
recipient-patients  in  nursing  homes  be  visited  by  a  public 
assistant  agency  staff  member  as  needed,  but  not  less  often 
than  quarterly. 

The  extended-care  benefit  should  be  redefined  and  revised  to 
eliminate  existing  confusion  and  reduce  administrative 
complexity. 

The  Department  of  Health,  Education,  and  Welfare  should 
consider : 

•  That  the  Intermediate  Care  Facility  remain  generally  de- 
fined as  a  zone  of  personal  and  residential  service  between 
the  Skilled  Nursing  Home  and  the  domiciliary  institution 
to  allow  flexibility  to  the  States  for  further  definitions. 

•  That  the  regulation  on  Intermediate  Care  Facilities  be 
strengthened  to  require  activity  programming  to  provide 
a  creative  and  constructive  environment  in  these  institu- 
tions. 

•  That  in  relation  to  the  Medicare  program  the  Intermediate 
Care  Facility  be  considered  a  long-term-care  and  not  a 
medical-care  institution,  particularly  that  a  stay  in  an  In- 
termediate Care  Facility  should  be  considered  to  break  a 
"spell  of  illness" ;  and  after  a  stay  for  a  sufficient  period  of 
time,  the  person  is  again  eligible  for  hospital-insurance 
benefits. 

•  That  the  benefits  for  Skilled  Nursing  Home  and  the  Inter- 
mediate Care  Facility  Programs  should  be  administered 
through  a  single  administrative  structure. 

Decisionmaking  on  placement  is  a  discriminating  action.  It  is  now 
sometimes  performed  by  a  health  or  welfare  agency,  or  by  the  in- 
dividual's physician,  or  several  sources  in  concert.  It  requires  an 
evaluation  of  the  medical,  nursing  care  and  personal  services  needed 
by  an  individual,  an  appraisal  of  the  financial  resources  available,  a 
knowledge  of  the  types  and  of  the  financial  resources  available,  a 
knowledge  of  the  types  and  quality  of  existing  community  services, 
and  the  ability  to  fashion  congruence  among  these  factors.  Good 
information,  a  high  degree  of  technical  skill,  and  great  sensitivity 
to  individual,  family  and  community  needs  are  required.  It  is  un- 
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reasonable  to  expect  that  each  physician,  hospital,  or  family  faced 
with  this  decision  can  make  an  informed  judgment  when  each  must 
gather  information  through  their  own  resources.  The  continual  out- 
cries of  misuse  of  services  and  public  money  is  additional  incentive 
for  an  informed,  community- wide  process. 

LONG-TERM  FINANCING  POLICIES 

In  evaluating  title  XIX,  the  Task  Force  concluded  that  the  present 
financing  arrangements  for  the  existing  and  potentially  eligible  popu- 
lation are  not  adequate  and  that  a  new  national  policy  for  health-care 
financing  is  essential.  Current  arrangements,  internally '  and  as  they 
relate  to  other  financing  systems,  lack  the  structure  and  resources  to 
impact  sufficiently  on  problems  of  both  access  and  productivity. 

The  Task  Force  thought  that  HETT  should  develop  a  policy  position 
on  this  critical  and  comprehensive  health-care  issue  as  the  basis  of  any 
legislative  recommendations  to  be  made  in  1971  and  as  a  measure 
against  which  to  appraise  proposals  currently  before  the  Congress, 
as  well  as  those  forthcoming.  The  issue  is  far  too  important  to  be 
debated  hastily  or  conceived  quickly  in  politically  expedient  terms. 

During  its  tenure,  the  Task  Force  had  neither  the  resources  nor  the 
time,  in  the  light  of  its  full  agenda,  to  examine  closely  the  full  dimen- 
sions of  the  problem.  Such  an  examination  is  needed.  Major  economic, 
fiscal  and  social  policy  implications  are  involved.  However,  the  Task 
Force  did  examine  current  financing  systems  and  their  relationship 
to  delivery  of  services,  and  developed  observations  that  should  be  use- 
ful to  those  who  follow.  These  are  presented  in  two  parts : 

First,  a  list  of  central  and  necessary  objectives  against  which,  we 
believe,  long-range  financing  proposals  should  be  evaluated : 

Second,  a  set  of  specific  issues  and  questions,  by  which  different 
proposals  can  be  compared  and  appraised. 

In  an  economy  of  scarcity,  decisions  regarding  even  such  valued  con- 
siderations as  good  health  come  hard.  "With  this  in  mind,  the  Task 
Force  believes  strongly  that  a  sizeable  unmet  need  for  health  services 
is  a  disgrace  and  cannot  be  tolerated  in  an  affluent  society.  "We  must 
be  prepared  as  a  Xation  to  spend  more  money  so  that  all  citizens  have 
reasonable  access  to  health  care.  This  target  will  not  be  reached  unless 
interim  objectives  are  set.  commitments  are  made,  and  the  system  is 
more  aggressively  managed.  The  Report,  points  out  ways  to  move  ahead 
and  identifies  HEW  as  a  critical  leadership  force.  HEW's  commitment 
is  now  the  key  to  improving  the  health  of  the  Nation  in  the  decade 
ahead. 
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APPENDIX  I 


Required  Characteristics  of  the  Title  XIX  Administering  Agency 

Following  the  presentation  of  the  Interim  Report  of  the  Secretary's 
Task  Force,  HEW  developed  a  reorganization  plan  which  was  pat- 
terned very  closely  on  the  proposed  recommendations.  Secretary  Finch 
announced  the  change  on  March  17,  1970.  The  new  structure  provides 
for  two  Associate  Commissioners — one  for  program  and  one  for 
administration — in  place  of  the  former  Deputy  Commissioner.  It  in- 
cludes for  the  first  time  an  Office  of  Program  Innovation,  a  Division 
of  Management  Information  and  Payment  Systems,  and  a  Division 
of  Technical  Assistance  and  Training.  It  also  includes  an  Office  of 
Program  Planning  and  Evaluation  and  a  Division  of  Program  Opera- 
tions and  Standards.  In  addition,  the  following  Offices  were  carried 
over  from  the  former  organizational  structure:  the  Executive  Office, 
the  Public  Information  Office  and  offices  to  provide  staff  support  to 
Medicaid's  national  advisory  councils  as  mandated  by  title  XIX.  The 
MSA  is  currently  in  the  process  of  implementing  this  reorganization 
of  its  program  activities. 

In  order  to  attain  most  effectively  the  desired  program  goals,  the  Task 
Force  has  identified  the  functions  which  we  think  should  be  performed 
by  the  individual  program  components  and  which  are  consistent  with 
the  delineation  of  functions  specified  in  the  Federal  Eegister.1 

Office  of  Program  Planning  and  Evaluation 

The  basic  responsibilities  of  OPPE  are  two-fold — to  aid  management 
in  the  enunciation  and  explanation  of  the  mission,  goals,  and  objectives 
of  title  XIX  and  to  measure  total  program  performance  against 
agreed-on  objectives  and  established  standards.  OPPE  should  focus 
particular  attention  on  the  development  of  policies  and  plans  for  the 
coordination  of  the  financing  aspects  of  the  Medicaid  program.  These 
statements  of  purpose,  when  endorsed,  should  provide  the  necessary 
guidance  for  program  managers  and  staff.  They  must  accurately  state 


1  Federal  Register,  Vol.  35,  No.  52— Tuesday,  March  17, 1970. 
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the  desired  program  outcomes;  however,  they  must  also  be  flexible 
enough  to  reflect  changes  in  legislation,  HEW  policy,  available  re- 
sources, and  other  relevant  factors  as  identified  by  the  staff. 

Successful  planning  and  evaluation  is  contingent  upon  the  avail- 
ability of  comprehensive,  timely  and  accurate  data.  To  date,  Medicaid 
information  has  been  deficient  on  all  three  counts.  As  a  result,  the  plan- 
ning and  evaluation  functions  have  operated  essentially  without  re- 
liable statistical  data.  Immediate  changes  need  to  be  effected;  an 
integrated  management  information  system  must  be  developed  and 
implemented  at  the  earliest  possible  date.  While  OPPE  is  not  charged 
with  the  actual  collection  and  processing  of  data,  it  must  be  respon- 
sible for  the  precise  definition  of  information  required  for  sound 
determinations. 

A  major  aspect  of  the  planning  effort  must  be  an  analysis  of  future 
requirements.  In  the  case  of  Medicaid,  the  problems  of  definition  and 
projection  are  multiplied  by  the  number  of  jurisdictions  participating 
in  the  program.  As  a  consequence,  while  clear  statements  of  over-all 
mission,  goals  and  objectives  must  be  provided  by  MSA,  it  is  necessary 
to  rely  on  the  States  for  initial  problem  definition. 

Evaluation  in  Medicaid  must  include  more  than  ordinary  program 
monitoring  and  surveillance ;  it  must  also  include  many  other  aspects 
normally  associated  with  both  performance  and  planning.  In  order 
to  carry  out  on  a  continuing  basis  the  requisite  evaluations,  objective 
techniques  of  measurement  and  assessment  need  to  be  developed  and 
applied.  This  evaluation  process  should  encompass  administrative 
agency  operations  (State,  local,  and  fiscal  agents),  State  Medicaid 
programs,  quality  of  effectiveness  of  provider  institutions,  program 
economies,  and  most  importantly  of  all,  actual  changes  in  the  health 
of  the  target  population. 

The  OPPE  should  coordinate  its  activities  with  all  other  HEW  policy- 
making organizations  and  work  with  Federal,  State,  nongovernmental, 
and  MSA  advisory  bodies  in  order  to  maximize  program  effectiveness. 

Office  of  Program  Innovation 

A  crucial  ingredient  in  the  revised  organizational  structure  is  the 
newly  established  Office  of  Program  Innovation.  The  Task  Force 
recommended  creation  of  this  Office  in  order  to  insure  that  Medicaid 
funds  and  policy  are  used  to  further  national  health  objectives,  to  give 
consumers  and  administrators  effective  avenues  of  communication 
with  top  MSA  staff,  and  to  provide  incentives  for  innovations  in  the 
delivery  systems. 
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In  order  to  meet  these  objectives,  OPPE  has  been  charged  with  respon- 
sibility for  fostering  modifications  and  innovations  in  medical-care 
programs  and  administration ;  stimulating  the  development  of  health- 
delivery  systems ;  and  promoting  experiments  with  alternative  funding 
arrangements.  The  Office  should  coordinate  its  activities  with  other 
Federal,  State,  Kegional  and  community  agencies  engaged  in  related 
research  and  pilot  projects  to  insure  that  title  XIX  activities  are 
supportive  of  general  systems  improvement. 

The  Task  Force  has  identified  several  major  areas  of  concern  for 
innovations  efforts.  These  include  experimentation  with  incentives 
designed  to  improve  the  health- delivery  system,  analysis  of  alternative 
concepts  for  health  care  (including  health  maintenance  organizations) , 
experimentation  with  alternative  means  of  increasing  management 
capabilities,  and  innovations  aimed  at  reducing  the  disparities  among 
States  in  services  provided. 

The  Office  of  Program  Innovation  should  work  closely  with  other 
MSA  components,  particularly  OPPE  in  order  to  meet  common 
objectives. 

Division  of  Management  Information  and  Payment  Systems 

A  major  deficiency  in  the  administraation  of  the  Medicaid  program  to 
date  has  been  the  woeful  lack  of  relevant  data  upon  which  to  base 
sound  management  decisions.  Effective  management  has  been  hampered 
by  a  lack  of  accuracy  and  timeliness  in  collecting,  processing  and 
reporting  program  data.  The  resulting  deficiencies  have  adversely 
affected  the  operations  in  all  major  program  areas  including  evalua- 
tion, planning,  utilization  review  and  program  development. 

In  a  joint  effort  to  rectify  these  deficiencies  SRS,  MSA  and  the  Task 
Force  have  tried  to  define  Federal  management  information  needs. 
Toward  this  end,  the  SRS  awarded  a  short-term  contract  for  the 
development  of  model-system  specifications  (both  input  and  output 
requirements)  for  certain  key  processes  at  the  State  level.  These  specifi- 
cations are  flexible  enough  to  provide  to  States,  as  a  by-product  of  the 
claims-payment  process,  sufficient  information  for  them  to  perform 
necessary  utilization-review  and  surveillance  functions. 

The  Task  Force  is  convinced  that  the  immediate  need  is  for  an  inte- 
grated Medicaid  information  system.  This  integrated  system  must 
provide  for  the  organized  and  systematic  collection  of  data  in  the 
States,  for  the  timely  flow  of  information  to  SRS  and  MSA,  and  for 
the  return  of  useful,  comprehensive  information  to  the  States.  This 
system  must  be  dynamic  and  have  a  high  degree  of  flexibility  to  accom- 
modate continuing  change.  Since  increased  efficiency  and  effectiveness 
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of  the  Medicaid  operation  hinge  on  the  development  of  an  integrated 
information  system,  the  Task  Force  is  especially  concerned  that  top 
priority  be  given  this  key  area.  We  recommended,  in  our  Interim 
Report,  the  designation  of  a  separate  organizational  entity  to  be 
charged  with  this  responsibility.  Subsequently,  the  Division  of  Man- 
agement Information  and  Payment  Systems  was  established.  This 
new  Division  should  focus  its  concerns  in  the  following  areas : 

Development  of  standards  and  incentives  for  the  States  for  man- 
agement-information and  payment  systems. 

Administration  and  maintenance  of  a  Medicaid  information  sys- 
tem including  analysis  and  dissemination  of  data  and  information 
obtained. 

Optimization  of  program  integrity  and  efficiency  in  the  primary 
claims  processing  and  the  paying  of  bills. 

Delineation  of  management-information  requirements  including 
basic  training  of  State  and  Regional  staffs  in  managerial  use  of 
data  and  systems  development. 

Provision  of  staff  coordination,  direction,  and  advice  to  MSA  orga- 
nizations on  reporting  requirements  and  information. 

The  solution  to  the  information  problems  facing  the  Medicaid  pro- 
gram cannot  be  conceived  of  in  narrow  terms,  but  must  rather  be 
viewed  in  the  context  of  the  total  spectrum  of  program  activities. 
Demands  must  be  made  on  each  part  of  the  system  in  order  to  insure 
the  development  of  an  integrated  whole.  Toward  this  end  the  Task 
Force  is  forwarding  the  following  recommendations : 

Define  in  the  context  of  the  major  goals  and  objectives  which  have 
been  identified  for  the  Medicaid  program  appropriate,  valid  indi- 
cators of  program  status  and  progress  or  regress,  and  determine 
the  most  cost-effective  approaches  for  obtaining  such  indicators. 

Measure  the  extent  to  which  management-information  needs  are 
met  by  present  SRS  reporting  devices  and  processes. 

Analyze  the  impact  of  proposed  reporting  requirements  upon  the 
States  in  terms  of  the  magnitude  of  necessary  modifications  to  State 
operations  and  systems,  financial  and  manpower  resources  required, 
appropriate  lead  time  for  compliance,  and  requisite  technical 
assistance. 

Assign  functional  components  of  MSA  the  requirement  to  state 
precisely  their  information  needs  and  to  specify  the  kinds  of  deci- 
sions to  be  based  on  such  information. 
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Designate  staff  members  responsible  for  continued  collection  and 
dissemination  of  data  elements. 

Eelate  Federal  reporting  requirements  to  information  needs  of  the 
States,  and  provide  the  States  with  reports  valuable  to  program 
managers. 

Seek  immediate  and  continuing  intimate  involvement  with  the  cur- 
rent HEW-SRS  National  Demonstration  Program  efforts  to  de- 
velop more  comprehensive  and  effective  State  government  social 
information  to  the  States. 

Provide  technical  assistance  to  the  States  in  the  design,  implemen- 
tation and  maintenance  of  State-operated  payment  systems.  (H.R. 
17550  provides  Federal  matching  for  this  purpose.) 

Develop  and  implement  a  strategy  to  improve  Medicaid  operating 
and  information  systems  at  the  State  level. 

Undertake  efforts  to  develop  and  implement  efficient,  uniform 
methods  of  describing  and  reporting  medical  services,  and  identify- 
ing program  beneficiaries  and  providers. 

Division  of  Program  Operations  and  Standards 

The  Task  Force  believes  strongly  that  Medicaid  policy  should  be  well 
coordinated  with  HEW's  overall  objectives  in  the  health  field,  that 
operations  of  all  health-care  programs  should  be  brought  closer  to- 
gether administratively  and  philosophically,  and  that  administration 
and  operation  of  the  program  for  providers,  fiscal  agents  and  State 
agencies  should  be  made  as  nearly  uniform  as  possible.  The  Division 
of  Program  Operations  has  been  charged  with  insuring  that  these 
Medicaid  program  objectives  are  being  achieved  systematically,  on  a 
progressive,  step-by-step  basis.  The  Division  is  responsible  for  pre- 
paring guidelines  for  determining  eligibility,  quality  care,  cost  con- 
trol, and  achieving  a  consistent  and  coordinated  program  operation. 

To  meet  these  objectives,  the  Division  must  perform  the  following 
functions : 

Development  and  preparation  of  policy,  standards  and  guidelines 
(coordinated  with  those  of  PHS  and  SSA)  for  program  planning, 
participation,  operations  and  administration. 

Review  of  State  operations  and  administration  against  these 
standards. 

Maintenance  of  close  liaison  with  Federal,  State  and  local  orga- 
nizations which  serve  or  have  an  impact  on  medical -assistance  pro- 


123 


grams  and  coordination  with  the  regions  on  individual  State 
problems. 

Development  of  reimbursement  standards  for  skilled  nursing 
homes,  hospitals  and  other  providers  of  care  under  title  XIX. 

Provision  of  professional  consultation  and  assistance  to  the  regional 
offices  in  guiding  States  and  providers. 

Cooperation  with  APA  in  the  development  of  appropriate  policies, 
methods  and  guides  for  determining  eligibility  criteria  for  medi- 
cal-assistance services. 

Formulation,  in  coordination  with  other  SRS  components,  of  medi- 
cal eligibility  criteria  for  Aid  to  the  Blind,  Aid  to  Families  with 
Dependent  Children,  and  Aid  to  the  Permanently  and  Totally 
Disabled. 

Division  of  Technical  Assistance  and  Training 

The  responsibility  of  this  Division  is  to  plan,  coordinate  and  provide 
technical  assistance  to  State  agencies  and  providers.  This  assistance 
should  make  available  to  the  States  services  and  capabilities  unique  to 
the  Federal  Government,  such  as  the  explanation  of  Federal  policy  and 
requirements.  It  should  also  stimulate  the  States  to  improve  their 
program  operations  and  strengthen  their  administrative  capabilities. 
Technical  assistance  must  be  diagnostic,  preventive  and  developmental, 
as  well  as  curative  and  problem-oriented.  Individualized  attention 
should  be  given  to  the  particular  characteristics  and  capabilities  of 
each  State's  agency,  and  specific  strategies  should  acknowledge  indi- 
vidual problems. 

Technical  assistance  should  be  offered  to  improve  billings,  claims  proc- 
essing, payment,  record-keeping,  management  information  and  man- 
agement systems,  as  well  as  control  procedures,  organization  and 
staffing  of  State  agencies.  Assistance  should  also  be  directed  toward 
achieving  better  planning  and  more  effective  utilization  of  State  health 
resources;  establishment  and  enforcement  of  standards  for  provider 
eligibility  and  health-care  delivery;  promoting  improvement  in  pro- 
vider management  and  administration;  stimulating  changes  in  an 
experimentation  with  new  means  of  health-care  delivery,  utilization- 
review  procedures,  and  development  and  maintenance  of  State  evalu- 
ation activities. 

Public  Information  Office 

Because  of  the  significance  of  current  developments  in  financing  and 
delivering  health  care  and  increasing  manpower  resources  to  all  groups 
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of  the  public,  it  is  essential  that  the  Public  Information  Office  expand 
what  has  previously  been  a  responsive  but  crisis-oriented  role  into 
one  that  interprets  Medicaid  not  only  to  all  those  involved  with  the 
program  but  also  to  the  general  public  which  needs  to  understand 
its  value.  In  addition,  the  PIO  must  develop  material  to  interpret 
changes  in  the  organization,  financing,  staffing,  and  delivery  of  health 
care  as  they  affect  the  Medicaid  program.  The  degree  of  public  under- 
standing of  Medicaid's  goals,  problems,  and  progress  determines  the 
climate  within  which  the  entire  program  must  operate. 

Regional  Offices 

The  Task  Force  has  focused  considerable  attention  on  the  relation- 
ship between  the  Central-office  and  the  Regional-office  staffs.  To  admin- 
ister MSA  within  the  concept  of  a  Federal/State  partnership,  an  ideal 
organization  would  be  staffed  to  reflect  heavy  operational  and  admin- 
istrative loads  in  the  Regions,  balanced  by  a  central  staff  charged 
with  establishing  national  policies  and  promulgating  regulations  and 
guidelines  for  regional  administration.  National  policies  and  plans 
would  be  based  upon  initial  planning  centrally,  with  feed-back  from 
regional  staffs.  The  regional  staffs  would  administer  the  various  pro- 
grams in  the  context  of  unique  characteristics  among  States  or 
subregions  and  in  accordance  with  their  individual  capabilities. 

In  view  of  the  limited  resources  likely  to  be  available  in  the  immedi- 
ate future,  the  Task  Force  would,  however,  recommend  that  major 
attention  be  placed  on  augmenting  the  Central-office  staff.  The  set 
of  problems  currently  facing  the  Medicaid  program  calls  for  a  tightly 
structured,  responsive  organization  with  clear-cut  policies  and  firm 
direction.  The  recommended  staffing  would  allow  more  central  con- 
trol, greater  flexibility,  and  more  consistent  and  solid  guidance  to 
the  States.  We  are  advocating  the  concentration  of  resources  in  the 
central  office  so  that  the  program  can  firmly  establish  new  patterns  of 
performance  and  build  the  requisite  technical  and  administrative 
capabilities. 

In  order  that  MSA  regional  staffs  can  make  the  maximum  contribu- 
tion to  this  process,  we  recommend  concentration  on  the  following 
functions  at  this  time : 

Serving  as  the  principal  source  of  information  to  the  Central 
office  regarding  the  nature  of  State  programs  and  anticipated  State 
problems. 

Serving  as  a  vehicle  for  interpreting  and  implementing  Federal 
policy  guidelines  and  regulations. 
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Facilitating  State  requests  for  Federally-sponsored  technical 

assistance. 

Maintaining  coordination  at  the  regional  level  with  other  related 
programs. 

Conducting  on-site  reviews  of  program  performance  to  assure  com- 
pliance with  policies  and  regulations. 
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APPENDIX  II 


Press  Release  on  Report  of  the  Task  Force  on  Medicaid 
and  Related  Programs 

FOR  RELEASE  IN  A.M.  PAPERS 
Tuesday,  June  30,  1970. 

The  American  people  should  get  more  and  better  health  care  but  more 
money,  by  itself,  will  not  guarantee  it,  a  Department  of  Health,  Edu- 
cation, and  Welfare  task  force  said  today. 

Money  spent  for  care  should  not  simply  provide  financial  underpin- 
ning for  traditional  ways  of  providing  services.  To  assure  capability 
and  effectiveness  of  the  health  system,  the  money  must  be  accompanied 
by  a  strategy  of  incentives  and  controls,  according  to  the  final  report 
of  THE  TASK  FORCE  ON  MEDICAID  AND  RELATED  PRO- 
GRAMS presented  yesterday  to  HEW  Secretary  Elliot  L.  Richardson. 

Stressing  that  good  health  care  for  all  who  need  it  will  call  for  new 
fiscal  commitments,  the  Task  Force  also  emphasized  the  urgency  of 
appropriations  to  provide  "startup"  funds  for  the  development  and 
improvement  of  new  kind9  of  health  resources,  especially  primary 
health  care  services  in  neighborhoods  with  a  high  proportion  of  low 
income  persons.  A  larger  investment  in  manpower  and  facilities  is 
required. 

If  large  new  benefit  expenditures  for  service  payments  are  made  in 
both  public  programs  and  private  insurance,  but  no  reordering  of 
priorities  and  no  resource  changes  are  introduced  into  the  system,  "the 
result  would  be  a  disastrous  rise  in  the  cost  of  services  that  are  already 
scarce." 

The  27-member  Task  Force  chaired  by  Walter  J.  McNerney,  President 
of  the  Blue  Cross  Association,  included  persons  representing  the  view- 
points of  consumers,  industry,  labor,  government  and  the  social 
sciences,  as  well  as  the  medical  profession  and  health  institutions  and 
services. 
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Secretary  Richardson  said  he  was  pleased  to  receive  the  report  and  was 
looking  forward  to  examining  its  recommendations  in  depth. 

Appointed  a  year  ago  by  former  Secretary  Robert  H.  Finch  to  provide 
advice  on  what  to  do  about  the  ailing  Medicaid  program,  the  Task 
Force  found  that,  following  its  interim  report  of  last  November,  the 
Department  has  strengthened  and  revitalized  the  Federal  manage- 
ment of  the  Medicaid  program. 

It  concludes,  however,  that  the  52  separate  State  Medicaid  programs 
and  the  Federal- State  grant  structure  on  which  it  is  based  cannot,  for 
the  long  run,  stand  the  massive  stresses  of  paying  for  quality  services 
to  the  poor  as  well  as  to  low  income  workers  and  their  families  who 
become  medically  indigent  when  they  have  sizable  medical  expenses. 
There  are  millions  of  such  people  today  without  the  protection  of 
public  programs  or  voluntary  health  insurance.  This  represents  a 
failure  of  public  and  private  initiative.  The  gap  must  be  closed  by 
providing  highly  simplified  eligibility  and  financing.  The  Task  Force 
recommends  that : 

•  Medicaid  should  be  converted  to  a  program  with  a  uniform  mini- 
mum level  of  health  benefits  financed  100  percent  by  Federal 
funds,  with  a  further  Federal  matching  with  States  for  certain 
types  of  supplementary  benefits  and  for  individuals  not  covered 
under  the  minimum  plan. 

•  First  priority  for  protection  under  a  basic  Federal  floor  for  Med- 
icaid should  go  to  all  families  eligible  for  payments  under  the 
proposed  Family  Assistance  Plan.  Additional  groups  should  be 
phased  in  until  all  persons  at  or  below  the  poverty  level  are 
covered. 

Although  starting  its  assignment  with  a  study  of  Medicaid  and  related 
public  programs,  the  Task  Force  evaluated  other  programs  of  State 
government  and  the  private  sector,  thus  providing  a  perspective  and  a 
beginning  rationale  for  the  entire  health  system.  Much  as  a  physician 
must  interpret  symptoms  in  relation  to  total  physiologic  function,  Mr. 
McNerney  observed,  the  Task  Force  had  to  consider  problems  of 
Medicaid  and  related  programs  in  the  context  of  the  entire  health 
system.  What  is  wrong  with  the  parts  can  be  prescribed  for  success- 
fully only  by  understanding  what  is  wrong  with  the  whole. 

There  is  hope,  McNerney  said,  that  recent  proposals  by  the  Adminis- 
tration now  under  consideration  by  Congress  and  other  ideas  (many  of 
which  do  not  require  changes  in  law)  which  the  Report  includes  in  its 
more  than  125  recommendations  will  show  the  way  to  early  improve- 
ments in  our  health  affairs. 
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The  Task  Force  endorsed  in  principle  and  suggested  improvements  in 
the  current  Administration  proposal  for  health  maintenance  organiza- 
tions ;  it  similarly  supports  current  legislation  for  health  cost  effective- 
ness changes  to  Medicare  and  Medicaid,  including  prospective  reim- 
bursement to  hospitals  and  new  planning  controls. 

"The  country  today  is  well  into  a  transition  from  considering  that 
health  is  largely  an  individual  affair  to  understanding  that  health  is 
necessarily  a  community  affair,"  the  Report  observes.  "Personal  trans- 
actions, no  matter  how  well  intentioned  and  effectively  carried  out,  can 
no  longer  provide  the  answers  to  what  have  become  essentially  public 
policy  and  management  problems." 

The  Report  is  viewed  by  the  Task  Force  as  an  initial  blueprint  for  the 
numerous  coordinated  steps  that  must  be  taken  in  both  the  public  and 
private  sectors  in  order  to  prepare  the  Nation's  health  system  for  the 
increased  responsibilities  it  must  carry. 

No  easy  solutions  are  seen  in  such  a  complex  system.  HEW  is  seen  as 
playing  a  strong  leadership  role  concentrating  on  programming,  set- 
ting goals  and  objectives,  establishing  policy,  fashioning  standards 
and  incentives,  devising  checks  and  balances,  firmly  protecting  the 
public  interest,  and  evaluating  results — while  consumer  purchasing 
power  and  public  finance  are  used  to  stimulate  the  responsiveness  of 
institutions  and  persons  providing  services.  This  approach  offers  a 
framework  for  achieving  national  health  goals  and  for  preserving  and 
strengthening  the  essentially  voluntary  aspects  of  our  health  care 
provider  system. 

"We  think  the  Department  of  Health,  Education,  and  Welfare  is  in  a 
key  position  to  shape  the  health  system  for  the  future,"  the  Task  Force 
reported  to  Secretary  Richardson.  "At  no  other  point  do  so  many 
critical  forces  converge  and  seek  resolution." 

To  carry  out  its  leadership  role,  the  health  component  of  the  Depart- 
ment of  Health,  Education,  and  Welfare  should  be  further  strength- 
ened to  provide  a  full  capability  for  setting  goals,  planning  and 
coordination  of  major  health  policies.  The  Task  Force  suggestions 
include  establishing  an  Under  Secretary  for  Health  and  Scientific 
Affairs  and  setting  up  a  Health  Systems  Analysis  Planning  Staff  in  his 
office,  to  serve  as  the  motive  force  for  analysis  and  planning  and  as 
the  permanent  staff  for  a  National  Council  of  Health  Advisors,  which 
is  also  recommended. 

There  is  an  urgent  need,  the  Report  stresses,  for  such  a  council  of  health 
advisors  to  HEW,  responsible  for  assessing  the  Nation's  health  status 
and  for  assisting  in  identifying  national  health  goals.  The  Report 
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concludes  that  the  council  should  report  to  the  HEW  Secretary  and 
issue  an  annual  report  to  the  Nation. 

All  consumers  should  have  access  to  health  care  "without  hardship 
or  humiliation  and  as  far  as  possible  with  some  voice  in  how  it  is 
planned  and  some  choice  of  how  it  is  furnished."  To  liven  consumer 
interest  in  health  and  to  give  better  balance  to  user  and  provider  values, 
any  board  or  group  set  up  to  advise  policymaking  officials  at  any  level 
of  government  and  governing  boards  of  health  institutions,  as  well, 
should  include  consumer  representatives,  the  Task  Force  recommended. 

Taking  note  of  many  proposals  for  a  national  health  insurance  plan, 
the  Task  Force  outlined  the  complexity  and  dimensions  of  the  issue. 
It  recommended  that  the  Secretary  appoint  a  high-level  body  to  under- 
take a  study  directed  toward  development  of  a  health  care  financing 
policy  for  the  Nation  in  time  for  the  1971  legislative  session.  The 
Report  included  a  list  of  central  objectives  against  which  long-range 
financing  proposals  should  be  measured,  and  a  set  of  specific  issues  and 
questions  by  which  different  proposals  can  be  compared  and  appraised. 

The  Task  Force  included  four  panels  studying  various  segments  of 
the  problem.  Chairmen  of  the  panels  were  Dr.  James  G.  Haughton, 
Deputy  Administrator  for  Health  Services  Administration,  New  York 
City;  Lawrence  Lewin,  President,  Lewin  and  Associates,  a  manage- 
ment firm,  Washington,  D.C. ;  Dr.  Harold  Richman,  Dean  of  the 
School  of  Social  Service  Administration,  University  of  Chicago ;  and 
Dr.  Herman  Somers,  Professor  of  Politics  and  Public  Affairs, 
Princeton  University. 
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